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INTERNATIONAL AFFAIRS 


SCONOMIC COOPERATION BETWEEN POLAND, YUGOSLAVIA 
Belgrade PRIVREDNI PRECLED in Serbo-Croatian 28 Oct 83 p 7 
[Article by A. Petrovic: “Efforts Have Yielded Fruit”) 


[Text] invigoration of economic activity in Poland this year has also helped 
to increase cooperation and visible trade with our country. In the first 
half of the year Poland reaped a volume of foreign trade amounting to $11.6 
billion, which is 16.9 percent more than in the same period of last year. 
Trade with Yugoslavia also had a share of that growth, increasing by 50 per- 
cent. The percentage of fulfillment of the planned volume of trade was not, 
however, so favorable, since in 8 months it amounted to 59.7 percent of the 
annual plan. Exports lagged particularly--fulfillment at 55 percent, while 
fulfillment for imports was 64.3 percent. 


According to figures which have arrived in the Section for Economic Relations 
With Poland of the Economic Chamber of Yugoslavia, it is evident that thrre 
have been certain changes in structure. On the whole raw materials and pro- 
duction supplies have remained in first place with a share of 51.2 percent cf 
total trade, but there was a growth of Yugoslav imports, and exports were 
down slightly. As for machines and equipment, trade followed the opposite 
pattern--imports were down somewhat, but exports were higher than antici- 
pated. The quarterly figures are, of course, temporary, and there may be 
changes by the end of the year, but even they can be taken as an expression 
of the real needs of each country’s economy, which in practice do not always 
coincide in all respects with expectations. 


In the period now past there was quite an appr< ‘able growth of trade of farm 
products and foodstuffs. About $15.8 million wth were exported from Yujo- 
slavia, almost reaching the annual plan of $16.3 willion. The tendency was 
still more pronounced in the case of imports: the plan called for $12 mil- 
lion for the entire year, but the results of the first 8 months was $31.4 
million. This item also contributed considerably to creating the deficit on 
the Yugoslav side, which certainly should be reduced in the remaining portion 
of the year, but it would be a good thing if it disappeared. 


Om the other hand, a much smaller amount of consumer goods traveled from Po- 
land to ovr country: referring to the planned amounts and values, $34 mil- 
lion worth were exported in the first 8 months, which is 18 percent more than 














s anticipatec for she entire year. Yet less than was planned has been im 
rtec, so that this item has been fulfilled at only 31 percent. 


'- 


Business executives of the two countries have this year been rather active in 
their efforts to promote their cooperation in all sectors. Several very im 
portant meetings were held in June: a meeting of the Joint Yugoslav-Polish 
Chamber in Poznan, a meeting of the Commission for Industrial Collaboration 
anc of the Commission for Industrial Cooperation, both in Yugoslavia. The 
latter had a particularly broad scope, since it discussed collaboration in 
the following fields: agricultural machines, electronics, the wire and cable 
industry, cars and trucks, equipment for the food processing industry, trade 
and hostelry, construction and road machinery, the fuel and power industry 
and raw materials (long-term forms of csoperation), coking coal, machine 
tools, ferrous metallurgy, and so on. 


iis xind of activity by the commissions and working groups has obviously 

yielded fruit, since trade has improved considerably over last year. It can 
be said that what has been done is the result of the effecc of factors that 
would have been difficult to influence. For example, deliveries on the basis 
»f industrial cooperation in the motor industry have not been made according 
to plan--about 54 percent of the annual volume has been fulfilled. This is 
explained by the slowing down of investments and the rationing of imports in 
the two countries in precisely these sectors, for which rather ambitious vol- 
umes had been planned. 


The specialized staff services of the Economic Chamber of Yugoslavia recently 
began to present visible trade with various countries in a breakdown by re- 
publics and provinces. Up to the end of this August Bosnia-Hercegovira had a 
trade surplus of 8.9 percent with Poland, Montenegro 1.3 percent, the same 
for Macedonia, and Votvodina 2.3 percent. Croatia had a trade deficit of 
19.6 percent, Slovenia 3 percent, Serbia 21.8 percent, within in Serbia 
proper 18.5 percent and Kosovo 5.6 percent, and the Federation 4.6 percent. 


Visible trade between Yugoslavia and Poland this year is characterizec by 2 


large number of compensation deals. The people in the section say that most 
of the deals have been approved, and those rejected included those through 
wth | orices might have crept through--prices which do not correspond to 


needs and capabilities, nor to those normally attained on the market. The 
delegates had been cautioned earlier that it is harmful to attempt--and such 
attempts have been made--to use compensation deals even for transactions 
which might be conducted in the regular way. Evasion of this is only a way 
of trying to get by more easily and with fewer obligations to the community. 
It is clear that the authorities will not allow such applications in the fu- 
ture either, nor requests having to do with other types of goods aside from 
those envisaged for this xind of trade. 
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INTERNATIONAL AFFAIRS 


FCONOMIC COOPERATION BETWEEN POLAND, HUNCARY 
Budapest FICYELO in Hungarian No 42, 20 Oct 83 p 10 
[Article by L.M.: “Economic Cooperation with Poland"”] 


[Text| The economic relations between Hungary and Poland, both in the process 
of building the new society, go back 38 years. The first Hungarian-Polish 
trade protocol was signed on 30 September 1945. Starting from 1948, economic 
relations between the two countries began to develop rapidly, and it was in 
that year that the Hungarian-Polish agreement on friencship, cooperation and 
mutual assistance, renewed in 1968, was signed. 


During the past few decades a whole line of various economic and trade 
agreements have been signed, further strengthening the already existing ties 
between the Hungarian and Polish national economies. One of the most recent 
bilateral agreements was signed by the two parties on 20 July 1983: they have 
agreed to extend their economic and technical cooperation in the areas of 
mining and energetics until 1985, and in some areas until 1990. This coopera- 
tion faces considerable development, as Polish enterprises have already 
expressed a desire to participate in the opening and upgrading of Hungarian 
mines and in the modernization of power plants. 


Otherwise, Hungarian-Polish relations in the area of mining have been 
traditionally good. The HALDEX joint enterprise was formed back in 1959 with 
the aim of exploiting the pit-heaps of Polish coal mines; since then this 
cooperation has been further expanded and several similar plants have been 
opened. Hungarian sining works have been important buyers of modern Polish 
mining equipment: in 1961 and 1982 NIKEX [Foreign Trade Enterprise for Heavy 
industry Products| purchased 15 million and 16 gillion rubles worth of Polish 
mining equipment, respectiveiy. This year NIKEX will import 20 million rubles 
worth of mining equipment. 


Each time they have met, the economic experts of the two countries have spoken 
positively about the important fact that despite the present difficulties of 
the Polish national economy, the economic relations between the two countries 
have continued to improve even during the past 2-3 years. Moreover, the 
increase in Hungarilan-Polish foreign trade turnover in recent years has, in 
general, surcassed the rate of growth that has been attained in Hungary's 
foreign trade turnover as 4 whole. In the past few years foreign trade 
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by way of Polish ports. At the time of the 1971 peak !.2 million tons of 
Hungarian products were shippec from Polish ports, but as a result of the 
well-known events of recent years this quantity has dropped: in 1962 it was 
500,000 tons and this vear we expect it to be around 600,000 tons. Under the 
new agreement, shipping from Polish ports is expected to increase again, 
reaching 750,000 to 800,000 tons by 1984, and 1 million tons by 1985. 


The commodity exchange agreement that was signed for 1983 projected a 765 
million ruble tu.nover, however, on the basis of various foreign-trade agree- 
ments that have been concluded between the two parties we can expect that 
turnover to reach 900 million rubles. At the 20th session of the Hungarian- 
Polish economic and technological-scientific council--held at the end of 
August 1983 in Warsaw--the two sides assessed the status of economic 
collaboration, production cooperation and specialization and commodity 
turnover between the two countries. They determined that their production 
ties have been focused mainly on the various areas of machine and chemical 
industry production. At the present session they have called for the continued 
improvement and expansion of cooperation in bus manufacturing (see the 2bdove 
discussed Ikarus cooperation), in the electronics industry (see the above 
discussed color picture-tube cooperation), in computer technology, in the 
manufacturing of agricultural machines (combine-harvesters and small machines) 
and in the production of chemical fibers and certain rubber-industry products. 


Also discussed during the session has been the question of cooperation in the 
mining, energy and construction industries. In the future Polish enterprises 
will participate in the modernization of Hungarian mines, and--on the basis 
of annual agreements--Polish construction workers will continue to work in 
Hungary. 


Other matters discussed have included questions pertaining to the Hungarian- 
Polish tourist traffic. In this area the Hungarian side has advocated 
annually planned and coordinated development. 
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INTERNATIONAL AFFAIRS 


BRIEFS 


JAPANESE CONSTRUCTION LOAN--Japanese banks, together wit Int tional 
Bank for Reconstruction and Development, have extemied a iv.l mill. ven 
loan to the Hungarian National Bank. The loan is a supplement fo prev. ous 
loans fromthe World Bank and other commercial banks provided to finance 
programs aimed at construction of grain storage fac‘lities, development of 
agriculture, as well as diversification and savings in industrial energy 
usage. The bank is to repay the yen loan in 9 years and have a 3-year grace 
period. Interest will be adjusted to the going rates for Japanese long-term 
money market interest. The loan agreement was signed yesterday in Tokyo 

by a group of banks organized by The Long-Term Credit Bank of Japan Ltd and 
Fuji Bank Ltd. [Text] [Budapest NEPSZAVA in Hungarian 28 Oct 83 p 4) 
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DISCUSSTON ON SOCIALIST PROPERTY, MANAGEMENT, RELATIONSHIPS 
sofia IXONOMICHESKA MISUL in Bulgarian No 5, 1983 pp 3-29 


i\Round-table discussion: “Problems of Socialist Property and Its Manage- 
ment;” signed to press 28 April 1983) 


Text [IXONOMICHESFA MISUL has published several articles on problems of 
socialist property and its management. They triggered a lively discussion. 
in answer to this increased interest, the editors appealed to our scientific 
workers and VUZ teachers dealing with such problems to continue the discus- 
sion and share their ideas and views on the topic. The editors are guided by 
the fact that problems of property have always held an important place in the 
theoretical and practical activities of the Bulgarian Communist Party. The 
wientific clarification aod proper understanding of the nature and sanifes- 
tation of ownership relations, of social property of productive capitai in 
particular, is a prerequisite in shaping a scientifically substantiated eco- 
nomic policy and developing an efficient national economic sanagement systen. 
[his applies both to the period of the struggle for the efficient restructur- 
ing of the old system and ensuring the victory of socialist production rela- 
tions as well as the stage of building a developed socialist society. 


In the transit. mal period from capitalism to socialism, guided by the 
Marxist-Leninist theory of the nature, place and role of ownership, our party 
developed the most suitable methods, means and ways for the revolutionary re- 
tganization of private into public ownership of productive capital. A tre- 
sendous contribution was made by G. Dmitrov in this respect with the creative 
development of problems of property during that period and, particularly, 
problems of the nationalization of capitalist property and the restructuring 
of emall private property in agriculture through the TKZs [Labor Cooperative 
Farms). 


The materials and resolutions of the iOth Party Congress were a substantial 
ontribution to the theoretical clarificatton of property relations during 
the stage of bullding a developed socialist society and the elaboration of 
pecitic directions and means for their advancement. The BCP program and the 
report presented by Comrade 1. Zhivkov at the congress consider problems 
reiated both to the theoretical study of the problem of improving socialist 
ownership as well as the interpretation of processes and trends in the course 
of such leprovements. 


A balance of the resuits of the previous Ccevelopment of ownership relations 
vas dravn up at the idth Party Congress. ‘New probleme were earmarked and the 








theory of socialist ownership was enriched. These questions were further 
developed and concretized in a number of Comrade T. Zhivkov's reports and 
speeches after the congress. 


8 and reports of the first party and state leader, 
ecouomic development of its present Stage presents the science of econmics 
with important research problems in this : It is true that many or tne 
Seatupes ond laws governing the ‘deeadanaas of socialist ownership were 
clarified. Nevertheless, unresolved problems remain. In emphasizing some of 
them, Comrade T. Zhivkov recommends the following: “Let discussions among 
scientists go on. This is important and useful.” 


[t is indeed necessary to pursue the debate in the course of the scientific 
search and to exchange ideas in order to arrive at the substantiated and con- 
vincing truth. This is also demanded by the resolution of the BCP Central 
Committee Politburo "On Enhancing the Role of the Science of Economics in 
Building a Developed Soctalist Society,” which calls for encouraging the 
development of original ideas which would enrich economic theory and assist 
social practice. The editors of IKONOMICHESKA MISUL were guided by this idea 
in organizing this round-table meeting. The purpose is to popularize the 
views of various scientific workers on the various problems of socialist 
ownership, expressed as a direct dialogue among them. This will contribute 
to the clarification of these problems. 


With these introductory stipulations of Professor Dr of Economic Sciences 
¥iril Kiryakov and Prof Ivan Kostov, representatives of the periodical's 
editorial board, initiated the round-table discussion. 


[he attention of the participants was initially drawn to some problems of 
ownership in general as an economic category and its place in the production 
relations system. 


Docent Nedyalko Belev: In my view, real ownershir relations are production 
relations affecting one production means or another. This is a very topical 
problem in connection with the theoretical formulations published in the 
press and in economic works on the interrelationship between the nationwide 
ownership of productive capital and its management. Allow me to touch on it 
very briefly. This is necessary, for without an accurate interpretation of 
ownership we cannot provide a sufficiently accurate and reliable definition 
of the nature of national property and its utilization, and the owner and 
manager of national productive capital. 


As a specific socloeconomic phenomenon, ownership has its own content and 
social form. In terms of content, it means the acquisition of objects, 
material goods, means of production and consumer goods by people; in most 
socioeconomic systems it also means the appropriation of money. Such approp- 
riation is found in the attitude of the people toward the objects belonging 
to them and, consequently, over which they have full juridical and actual 
jurisdiction. It is expressed in the fact that they have such objects 
entirely at their disposal. They can own, use and replace them, i.e., they 
nay benefit from them. They may grant and give them or surrender their pos- 
session of them to other individuals. They may also lease them, i.e., they 





an act with them in the way they consider best for the satisfaction of their 
needs. However, since people coexist in society, ownership and full control 
over objects by some people presumes that other people will abstain from such 
actions and, consequently, that certain relations will develop between them, 
which make such an attitude toward objects possible. Since the acquisition 
of these objects takes place in the course of their production, this means 
that people will establish specific relations among them above all in connec- 
tion with the satisfaction of needs and acquisition of productive capital 
with which objects are produced and, accordingly, in relations based on the 
acquisition of consumer goods, i.e., specific relations developing in the 
course of the production, distribution and exchange of material goods or, 
which is one and the same, in specific production relations which are also 
social relations and which govern the needs of individual and social groups 
within society. Such production relations are a social form of acquisition, 
which determines who will acquire what and what kind of productive capital or 
consumer goods. Consequently, they play a determining role in defining the 
aspect of the individual type of acquisition, the individual type of owner- 
hip as a historically specific socioeconomic phenomenon. 


Docent Dr of Economic Sciences Dimitur Yanchev: The question of the meaning 
of the ownership category is indeed a starting point in the accurate deter- 
mination of ownership relations under socialism and directions leading to 
their improvement. 


ihe BCP program, which was adopted at the 10th Party Congress, presents the 
rather important and fruitful idea that “the expansion of socialist ownership 
does not mean quantitative growth only. It is also a process of qualitative 
hanges, a process of its further advancement."2 Let us note that this 
definition was not developed further in our economic publications. With very 
few exceptions, development and advancement of production forces is consid- 
ered not a component of the development and advancement of socialist owner- 
ship but only as 4 prerequisite to this effect. In our view, this greatly 
impoverishes the process, for in this case it is reduced merely to relations 
mony individual subjects. 


in exposing the groundlessness of the naturalistic approach of bourgeois 
ideology toward ownership, Marx proved that ownership is not an object, i.e., 
the attitude of a subject toward the object of ownership but of social pro- 
duction relations involving the acquisition of objects. It cannot be reduced 


to objeets or respectively, to the attitude of the subject toward the ob- 
jectes nor, however, can it be reduced to relations among subjects; it in- 
cludes both for people enter into relations among themselves not for the sake 


of the relations but because of objects, things. 


“Acquisition,” Marx writes, “which does not acquire anything is a 
‘contradictio in subjecto’ (nonsense!)."' On the subject of Bulgakov's claim 
that value is not an object but a “concept” which is used to express specific 
production relations, Lenin wrote that “this contraposition of ‘material ob- 
fect and ‘concept’ is a clear example of the type of scholasticism which is 
today very popular when presented as ‘criticism." What importance could a 
‘concept’ wave as part of the social product if specific material objects do 


not corte spond to this concept yrs 
















If the ownership category includes both relations among subjects and the 
attitude of subjects toward objects, this means that production forces should 
be considered not simply as a prerequisite for the development and advance- 
ment of ownership relations but also as an aspect of the same process, which 
is one of the main trends in its development and advancement. 


Candidete of Economic Sciences Kad Peovski: In connection with the question 
raised by Docent D. Yanchev, I would like to emphasize that the studies made 
of soctalist ownership usually concentrate on the development and advancement 
of the material elements of production forces. They are used to characterize 
and tllustrate the state, the level of maturity of social ownership reached. 
This is based on the indirect approach taken between ownership relations and 
objects, namely the material-object elements of production forces. Produc- 
tion forces play a determining role in the development of the entire system 
of economic relations, including the social forms of combining production 
factors and appropriating production results. We cannot imagine the develop- 
ment of sociohistorical forms of ownership and their conversion to a higher 
form outside the area of production forces. However, this does not mean in 
the least that the development, not to speak of the maturity, of a given type 
of ownership could and should be reduced exclusively to scale, to increasing 
the main objects of ownership and their qualitative technical and technologi- 
cal advancement. 


fhe tremendous quality leap which was taken in the material objects of 
socialist ownership in our country in recent decade ‘s inseparably linked to 
the expanded scale of the entire national economic vlex and the manifold 
increase in the country's economic potential, the significant amount of pro- 
ductive capital it has created, considering the country's scale, and the tan- 
yible enhancement of the people's well-being. All of this is a manifestation 
and confirmation of the dynamic nature of the economic foundation of the 
socialist system and its advantages, embodied in effective management and 
reproduction and multiplication of social wealth. 


The dynamics of the development of the object of ownership, labor tools and 
objects above all, and their quantitative and qualitative growth are the base 
for the higher social level of maturity of socialist ownership and ownership 
relations under socialism. This level can be properly assessed if the study 
of change in this case is not limited to quantitative indicators alone or to 
technical and technological characteristics of objects of ownership but if we 
extend and, on this basis, identity the changes which occur in relations 
among people in the course of their expansion and utilization. Changes in 
this are, although organically related to the condition of productive capi- 


tal, in turn « prerequisite for the development of production forces, of 
the entire social system. Unless this is identified and established, the 
acceptance of ownership as a basic economic relation and of social ownership 


as the base of the socialist system will be merely stated rather than proved. 
Hence the need of determining the criteria governing the level of maturity of 
socialist ownership, based on the profound socioeconomic nature of ownership, 
characterizing it and earmarking trends of its future development. 


Prof Ivan Kostov: ~ome time ago a theory seminar was held on ownership prob- 

lems at the BAN [Bulgarian Academy of Sciences! Economics Institute, at which 
Comrade Koycho Petrov presented the main report in which he developed some of 
his views. Let us ask him here to share his thoughts on the problem. 


Professor Dr of Economic Sciences Kiril Kiryakov: Let me add to Prof Iv. 
Kostov'’s statement that that seminar was a scientific project which lasted 
several months. It involved the participation of members of various insti- 
tutes and VUZs. Considerations and views were expressed at the seminar 
needing further theoretical interpretation and closer connection to problens 
and processes which parallel the ouilding of 2 developed socialist society. 
In this sense this round table is an extension of the creative discussion 
initiated at that seminar. 


Senior Scientific Associate Candidate of Economic Sciences Koycho Petrov: My 
thesis is that ownership can be considered only as identical to the system of 
production relations. It is precisely in this sense that we must interpret 
Marx's ideas regarding ownership relations not in their juridical manifesta- 
tion as willful relations but in their real form, i.e., as a sum total of 
societal production relations. ? 


Conversely, whenever ownership is considered a basic production relation 
which determines the nature of the remaining economic relations, essentially 
we do not consider the system of production relations and their subordination 
ties and environment, but the influence and interaction of autonomously pre- 
sented economic categories such as societal and personal ownership. Owner- 
ship relations are presented as having two sides: object (productive capital, 
consumer goods) and subject (individual, collective, society). It is on this 
basis that under socialism the main structural changes are classified or ear- 
marked: a) attitude toward objects as property of the whole nation (natural 
resources, land, forests, water, production and nonproduction capital); 

b) relation as a feature of an individual group-collective or an individual 
(consumer goods and noncapital production means). Both in this classifica- 
tion based on the object as well as based on the subject we cover only spe- 
cific juridical aspects of ownership relations--the owner of the objects, the 
use to which they are put by the working people, and so on. 


Under these circumstances ownership relations are presented in a logical 
sequence different from production relations. The result is a multiple-step 
structure of objects and subjects of appropriation, self-seeking identifica- 
tion of the content of ownership categories, handling, utilization, posses- 
sion and expropriation. In practice, in all cases, this leads to a break in 
the system-forming ties among production relations and the elimination of the 
ownership factor. We look for the basic production relation or the content 
of economic relations, but ‘in general, outside production limits, or else we 
artificially distinguish between a “system of ownership relations and system 
of relations of social reproduction phases (direct production, distribution, 
exchange and consumption)." 


The acceptance of the Marxist-Leninist concept of the economic content of 
ownership as identical to production relations requires a new orlentation in 
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our scientific research. It faces the socialist political economy with far 
more complex and difficult yet realistic problems and tasks. Above all, we 
must make use of the systems-structural approach in the study of production 
relations in order to determine their complex hierarchical organization, 
evolutionary-historical connections and development. 


Before that, let us answer a question of formal logic, which usually stems 
from the traditional concept of ownership. If ownership and production 
relations are one and the same, are we not rejecting ownership’ No, we do 
not reject it, for production relations have a juridical manifestation rep- 
resented by the officially established ownership forms (state, cooperative, 
and so on), and an organizational-economic manifestation in the enterprises 
and economic organizations (state, cooperative, etc.). Therefore, it is a 
question of complex interrelationships between form and content, phenomenon 
and essence, and so on. 


When we speak of ownership, consequently, we refer to the practically exist- 
ing juridical and organizational-economic aspects of the production relations 
phenomenon. 


Senior Scientific Associate Candidate of Economic Sciences Iliya Balabanov: 
Let me add some other considerations to this. In answering the question of 
the nature of ownership, in my view the works published on the subject do not 
properly appreciate the achievements and wealth of the theoretical system and 
methodology developed by Marx, Engels and Lenin. We must turn more frequent- 
ly to this legacy of the Marxist-Leninist classics in this area. 


According to the classics, ownership is a specific social form of appropria- 
tion of material goods: "All production is an appropriation of nature on the 
part of the individual within the framework of a specific social form and 
through it. In this sense, it would be a needless repetition to say that 
ownership (appropriation) is a production condition."© It is further unclar- 
ified that "in the course of the production process the members of society 
adapt (create, transform) natural products...; distribution determines the 
proportion within which the individual owns a share of such products; ex- 
change procures him the individual products...; in the course of consumption 
the products become an object of consumption, of individual appropriation.”/ 


As a specific social form of production, ownership is the most integr.l eco- 
nomic category of the political economy of a given production system. In 
other words, it is an expression and a characterization of the overall system 
of production relations: "...To define bourgeois cwnership means to present 
all social relations within the bourgeois production method."®8 It is also 
said on this subject that "...private ownership is not a simple relation..., 
but a sum total of bourgeois production relations...."9 In criticizing 
Proudhon, Marx wrote that "that which Proudhon actually discussed was the 
existing contemporary bourgeois ownership. To the question of what is it? 
one could answer only by a critical analysis of “political economy,” which 
covers the totality of such ownership relations not in terms of their juridi- 
cal expression as willful relations, but in their actual form, 1.e., as pro- 
duction relations."!0 “Finally, ownership is Mr Proudhon's last category 





within the system. in the real world, conversely, the division of labor and 
all of Mr Jroudnon’s other categories are social] relations, the sum total of 
which forms that which is known today as ownership; outside such relations 
bourgeois ownership is nothing but a metaphysical or juridical illusion.”!! 


he feature which determines the nature or specifics of the entire system of 
production relations and ownership is who is the owner of productive capital 
(who has already acquired it one way or another from the previous owner 
through an act of violence, expropriation or evolutionary growth of one 
social production form to another). Having acquired thy ~wnership, he con- 
tinues further to reproduce his ownership relations bot.  ‘*sugh productive 
capital and in terms of all goods produced. That is why own. ship relations 
(production, distribution, exchange and consumption) of productive capital 
are the basic production relation within a given society. 


Consistent with economic ownership relations are juridical relations which 
are already superstructural (again relations among people based on the crea- 
tion, social dynamics and consumption of material goods), through which they 
are legally codified and guaranteed with the help of the coercive organs of 
the state. 


Prof Ivan Kostov: Ownership is a complex economic category with a rich 
socioeconomic content. Although a variety of views exist on how to define it 
and to determine its place and role in social production, it is unquestion- 
able that it expresses a specific social relation which characterizes the 
appropriation of production conditions and labor results. It plays a deter- 
mining role in the social production system. 


It is important on this basis to determine the nature and to characterize 
social ownership as a new type of ownership radically different from private 
ownership. 


Public ownership expresses relations of social appropriation of productive 
capital. This means that the capital is owned by society which handles it as 
a whole and is used in the public interest by all working people. In this 
manner the members of society are equal in terms of productive capital. In 
turn, this creates unity and community of interests. 


Unity of interests is the base for the development of a new type of relations 
of collectivism, cooperation and mutual aid. With the establishment of 
public ownership of productive capital a new production target is set--the 
full prosperity and free and comprehensive development of all members of 
society. What also changes is the form of development of the production pro- 
cess: planning replaces uncontrolled elements and rivalry. However, this 
more general characteristic of public ownership is insufficient in gaining an 
accurate and full understanding of the problems of socialist ownership and 
taking efficient managerial decisions. We know that public ownership rela- 
tions are not permanent. They do not remain the same during the individual 
phases and stages in the development of the communist socioeconomic system. 
Although they retain the general features we indicated, they improve steadi- 
ly. Consequentiy, it is important to define the features of socialist social 
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ownership 2s a manifestation of 4 lower stage in the development of social 
ownership relations. These characteristics are reduced most frequently to 
the existence of two forms of ownership. Practical experience has proved, 
however, that aiready curing the socialist phase a single nationwide owner- 
ship can develop. Therefore, the main features should be sought in other 
traits. An important feature is the fact that under socialism the govern- 
mental organization of society is retained, for which reason the social own- 
ership functions are realized in the use of the coercion of the state as 
well. Another essential feature is that the -ublic productive capital under 
socialism operates directly through economically autonomous units (enter- 
prises) which retain a relative autonomy and have their own collective 
interest. The lower level of socialization is expressed precisely in the 
fact that the unity and community of interests have not been sufficiently 
establisned yet and the normal production process calls for developing col- 
lective economic interests in the individual economic units. 


Professor Dr of Economic Sciences Petko Iv. Petkov: I believe that occa- 
sionally we interpret one-sidedly Comrade T. Zhivkov’s formulation that “the 
state is the owner and the labor collective is the manager." As a social 
political institution, the state acts as the supreme subject of this owner- 
ship, for it expresses the national interests and the supreme unity of the 
entire nation. These characteristics are strengthened even further at the 
present stage, when the processes of intensification of the socioeconomic 
homogeneity of social groups become stronger and the state develops as a 
democracy of the whole people. 


The question of the structure of the subject of the socialist property of the 
whole people is more complex. As we pointed out, the state acts as the 
supreme subject. However, does tiis mean that it is the only bearer of these 
qualities’? Does this mean that the labor collectives and individual working 
people are isolated from the subject of the ownership of the whole people? 

If such is the case, such ownership could in no case develop as truly belong- 
ing to the whole people. The very term "whole people” ownership or "whole 
people” possession can have no real meaning if we exclude from the subject of 
this ownership the labor collectives with their members. The absolutizing of 
the stipulation that the state alone has the characteristics of the subject 
of whole people ownership means leaning toward the bourgeois concept of own- 
ership as bureaucratic, as state ownership, an ownership from which the labor 
collectives are excluded. In such a case we cannot speak at all of any 
direct link between manpower and productive capital as an essential feature 
of labor in socialist society. In other words, we are pouring grist in the 
mill of the bourgeois ideologues as regards the nature of socialist ownership. 


However, this is inconsistent with actual socialist reality. Both the labor 
collectives and the associated members of society, without whom there would 
be no society of equal working people to begin with, also possess the quali- 
ties of co-owners of productive capital of the whole people. They are not 
separated from them but are their collective co-owners. In this sense they 
are components of the single subject of this ownership. In other words, both 
on the meso- and micro-levels, they possess the qualities of co-subjects of 
this ownership. 





Consequently, the structure of the subject of ownership by the whole people 
is characterized by three levels: the supreme (the state as representing the 
national interests, i.e., the entire society), to which is subordinated the 
second level--the labor collectives, as components of the society, and the 
associated working people as equal members of society. The collectives and 
the individual working people are the co-owners and components of the single 
subject, but exclusively within society. Outside society they can possess no 
such qualities. In this sense ownership by the whole people is single and 
indivisible, which is its determining characteristic. This excludes the pos- 
sibility of going to the other extreme when we grant labor collectives and 
associated working people the qualities of co-owners and units within the 
structure of the single subject of this ownership: the stipulation that 
socialist ownership is group ownership. In no case could we here draw an 
analogy with the revisionistic concepts of group ownership in a socialist 
society. 


National ownership means ownership by the entire people, by all members of 
society. All people have an identical economic attitude toward it. Such 
ownership does not allow for any socioeconomic differences or privileges 
granted to any social group. All are equal in the face of it and, at the 
same time, no one is isolated from it. Although it performs the functions of 
the supreme subject, the state neither is nor could be a barrier which sepa- 
rates the working people from productive capital. This is possible only 
under the bourgeois state ownership as the collective possession of the cap- 
italist class. 


The labor collectives and their equal members exercise their quality of 
organic component of the structure of the subject of national ownership 
through their labor and the management of such property and its distribution 
and eventual utilization of income. 


Such a substantiated view of the question of the subject of national owner- 
ship is in the spirit of the additional specifications provided by Comrade 

IT. Zhivkov on the owner and manager in his concluding speech at the 29 and 30 
November 1942 BCP Central Committee Plenum which discussed the concept of the 
new Labor Code. “Consequently, we do not break up socialist property. It 
remains the national, single and individual property of society as a whole. 
On the other hand, we neither separate nor alienate socialist property from 
those who use productive capital in their work..."!¢ 


Candidate of Economic Sciences Rad Peovski: When we speak of public owner- 
ship we face the important problem of the criteria and indicators character- 
izing its level of maturity. Frequently, in considering individual ownership 
aspects, we use @ number of indicators, data and facts which illustrate 
mainly the quantitetive development of socialist ownership, while pushing 
into the background the qualitative changes which take place along with quan- 
titative growth. It is a question of changes which characterize a higher 
level of maturity of socialist ownership as a relation among people in the 
course of the process of production, distribution and consumption of material 
goods. 


15 







































A number of criteria can be used to determine the level of maturity of 
socialist ownership. Arbitrarily they could be civided into criteria of the 
level of development of the material aspect of ownership and criteria of the 
level of the maturity of the socioeconomic aspect of ownership. 


The first group includes the technica! characteristics of basic productive 
capital; the level of techni:al labor facilities; the level reached in the 
mechanization and automation of production processes; the equalization of 
working and living conditions, and others. 


The second group of criteria are socialization, collectivism, social justice 
and equality, the attitude toward property and its management, and others. 


Criteria can be distinguished also along the line of the objects and subjects 
of ownership, economic forms of exercise of ownership, and so on. In our 
view, the criteria in the second group are of determining significance, for 
which reason they could be defined and utilized as basic in characterizing 
the level of socioeconomic maturity of the social ownership of productive 
capital. They truly express the most essential features of ownership rela- 
tions, clearly earmarking the prospects for reaching the full maturity of 
such relations and their future growth into communist ownership relations. 
Consequently, said criteria are of historical nature and at each given stage 
of the building of socialism indicate the most essential qualitative changes 
and improvements in the development of socialist ownership. 


Professor Ivan Kostov: I think that it would be of interest to develop your 
views on the criteria and try to interpret their nature and place in assess- 
ing the maturity of socialist ownership. 


Candidate of Economic Sciences Rad Peovski: Very briefly, I can give you the 
following explanation: Production socialization is a natural process in the 
development of production forces and production relations. It has a mater- 
lal-technical, social, economic and organizational content, which makes it 
convenient for use as a criterion in evaluating both sides of socialist own- 
ership. For this reason production socialization strongly links together the 
criteria of both groups. Considering its great socioeconomic significance, 
we classify it in the second group of criteria. 


Lenin made a clear distinction between the primary, formal and the real 
socialization of socialist ownership. In primary socialization, the social- 
ist state obtains the right to handle productive capital as it finds it. 
Under such circumstances, however, the socialist economy is still not a 
system of closely linked economic units. This is achieved subsequently, as a 
result of the actual socialization process. It means the creation of a 
single systematically functioning and developing national economic complex. 


The level reached of production concentration and specialization, improve- 
ments in the national economic structure, the unified energy, transportation, 
communications, information and other systems, the large sectorial and terri- 
torial production complexes, combines, plants, enterprises, and agroindus- 
trial and industrial-agrarian complexes, the scientific-production trusts, 


the significant equalization of the material and techn.cal conditiozs and the 
organization of production in the various economic units, and so on, confirs 
today the level of maturity reached by socialist ownership from the viewpoint 
of the seucialization criterion. 


The accelerated development of a material and technical base adequate for 
mature socialism during the forthcoming period will parallel an increased 
level of socialization and socialist ownership. 


Most closely related to socialization is the other criterion--collectiviss. 
it appears in specific forms such as the development of socialist cooperation 
of labor, mutual aic and extensive exchange of leading experience among vork- 
ing people, enterprises, obshtinas and okrugs. 


At the present stage the quantitative and qualitative changes which took 
place in relations and interrelationships within and among national economic 
units prove that economic relations among the associated sembers of society 
in the utilization, preservation and multiplication of public productive 
capital develop, improve and reach a higher level. 


The development, improvement and establishment of social equality and justice 
under socialism are among the important criteria and features of the maturity 
of socialist ownership. 


The distribution and redistribution of income and the collective and individ- 
ual consumption of objects and providing services to the population are most 
directly related to this criterion. Distribution is an area in which the 
economic and social interests of the working people criss-cross and in which 
the needs of the production process, the collectives and the workers thea- 
selves come together. The solution of problems in this area is related not 
only to the more equitable distribution of produced material and spiritual 
goods but their quantity as well. Whenever the shortage of such goods is 
severe, justice and equality become more frequently violated and are more 
difficult to preserve. However, it is precisely then that the possibilities 
and advantages of the soctalist system can be displayed quite strongly, 
through the strict observance and development of its principles of equality 
and justice. 


Substantial shortcomings in the distribution system are still encountered in 
ur practice. Essentially, they are also a manifestation of the incomplete 
development of the foundations of the socialist economic systen. 


The next manifestation of a higher maturity reached by this ownership from 
the viewpoint of soctalist justice and equality will be the comprehensive 
improvement of distribution relations and the assertion of true social jus- 
tice by reaching the type of differentiation in working people wages and 
income in our society which would reflect and ensure a direct interconnection 
and interdependence among the quantity, quality and results of labor. 


Public ownership its also the base of unity of national, collective and indi- 
vidual interests. The level reached in such unity is also a criterion of the 
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level of maturity of social ownership and the development of its subjects. 
The onity of such interests, lize anv other unity, contains both common and 
different elements. The maturity of the subjects of socialist ow ership is 
manifestec in strengthening the common features of individual and social 
interests and surmounting major disparities and contradictions among then. 
Engels clearly earmarked the future of this process. He believed that under 
communism community of interests will become a basic principle in which the 
social interest will no longer be distinct from that of the individual.!4 


The next exceptionslly important criterion from the position of which ve can 
assess the level of social maturity of ownership under socialism and, partic- 
ularly, of the subjects of this ownership is the attitude of the working 
people toward it and the condition of its management. Public ownership, as 
available to all, can develop and improve with the steady enhancement of the 
socialist consciousness of the people and the development of a new attitude 
toward property and its management. By increasing public property the people 
increasingly begin to treat it as their own rather than someone else's. They 
show concern for public property and develop as their true and good managers. 


Prof ivan fostov. It would be pertinent in this connection to cite Comrade 
Yu. Andropov's thoughts in his article "K. Marx's Theory and Some Problems of 
Socialist Construction in the USSR.” After stressing that the transformation 
of “mine” into “ours” is a lengthy multiple-stage process, he writes that “to 
earn the right to manage and to become a manager, a real, skillful and zeal- 
ous Manager, are quite different things. The people who have made a social- 
ist revolution will take a long time to realize their new status as the 
supreme and only owner of the entire social wealth. They will have to real- 
ize it economically and politically and, if you wish, psychologically, by 
developing 4 collectivistic awareness anc behavior."14 Consequently, the 
development of public ownership means, above 411, the expansion and assertion 
of collectivism among the working people and, on this basis, strengthening 


the new attitude toward public property as “our common property. 


Senior Scientific Associate Candidate of Economic Sciences lliya Balabanov: 
The emergence of ownership problems on the proscenium today (precisely in 

mnection with the economic mechanism) is not accidental. There is no more 
theoretical and at the same time more directly practical problem than that of 
socialist ownershi,. Economic life itself has imposed upon us the need to 
realize the elementary truth of Marxist political economy to the effect that 
managing the economy means, above all, managing people--production organiza- 
tion through the people's economic interests. We must be clear on the sub- 
ject of how objectively the people should participate in the production, 
distribution, exchange and consumption of material goods. We must know the 
nature of the socioeconomic method of functioning of production forces 
inherent in socialist ownership. 


According to some economists, ownership is achieved almost exclusively 
through the distribution of income. If we wish, on the one hand, not to 
alienate the people from productive capital and, on the other, to realize 
this ownership, the production collectives must participate in the distribu- 
tion of the end income of the enterprise, in addition to wages based on wage 


rates. All right. Objectively, however, what should the percentage be--10, 
20, YO percent’? What determines this percentage’ If the theory of ownership 
is unable to provide a satisfactory answer to this question it remains a 
theory on paper only. 


In my view, such a formulation of the problem can never yield a successful 
answer, for ownership is realized not by any seans within the framework of 
distribution relations. Thus, for example, it is obvious that with the same 
norms (proportions) of distr!Sution of the created product the amount of the 
income received by collectives and individuals would be different if, first 
of all, different norms of outlay of labor and materials are given to the 
collective and, secondly, if different prices in exchange relations are set 
in terms of marketing and procurement. It is clear that ownership relations 
are realized also in the production and distribution process, in trade and, 
finally, in the level and form of consumption of goods. They pertain to the 
specific social means used in the distribution (mandatorily) of the overall 
labor (past and present) among material areas, norming (social rating) of 
labor and its results, wages, and utilization of the share obtained in con- 
sumption distribution. 


According to Marx and Engels socialist ownership excludes the “exploitation 
of some people by others” as a result of the “social ownership of productive 
capital.”'> In this case the “working time is...a measure of the individual 
participation of the producer in the common labor and, therefore, a measure 
of that segment of the common product left for individual consumption.”!6 


More specifically, what is the practical aspect of these concepts, bearing in 
mind the general definition of the “ownership” concept formulated in the 
classics? 


Regardless of its specific expediency and application, in the case of direct 
productive labor this applies to production relations--the means of applica- 
tion (distribution and social assessment, i.e., norming), the exchange of its 
product (marketing-supply and price relations), wages (income distribution 
relations) and the satisfaction of corresponding individual needs--to be so 
organized that the consumption product obtained in the final account is pro- 
portionally consistent with the social sum total of the labor invested by the 
individuals. 


In terms of specifically managerial labor the situation is precisely the 
same, regardiess of the level in the social hierarchy in which it is invested 
and its specific functions. Were again production relations involved in 
determining the amount of wages and consumption must be developed in such a 
way, according to its specific nature, role and tasks in the overall joint 
labor system, as to ensure social proportionality in terms of its social 
share and level of implementation of its functions as determined by society. 
In other words, here again it is exclusively within the framework of the 
labor distribution processes that socialist ownership relations are realized 
and, in particular, the relations of social ownership, management and utili- 
zation of joint productive capital. 
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Consequently, the criterion of the maturity level reached by socialist owner- 
ship or, respectively, of its development and advencemeni, should be sought 
above all through the determination of the theoretical and practical possi- 
bilities in the organization of the entire system of production relations, 
ensuring the increasingly accurate determination of the social share and role 
of the individual and collective specific labor in the creation of public 
goods, on the one hand, and ensuring the corresponding social proportionality 
in their distribution regardless of the specific nature of the labor--direct 
productive or specifically managerial. 


Professor Dr of Economic Sciences Zdravko Kovachev: The study of the problem 
of the nature of public ownershio calls for identifying the connection be- 
tween ownership relations and the nature of socialist production. 


On the surface, the problem of the nature of proauction under socialism does 
not raise any questions. If we take a closer look at it, however, it proves 
to be quite complex, for it involves commodity-monetary relations which 


create adcitional complications and are the reason for differences in the 
views of economists. 


More specifically, the question is that the connection between social owner- 
ship and the nature of the production process cannot be studied or expected 
to yield results if we focus the study on the level of the economic organiza- 
tion. Socialist ownership excludes such an analysis. Unitike the capitalist 
system, socialist production is not atowized. It is not broken down into 
economic units with an antagonistic confrontation of interests. Socialist 
ownership expresses the social appropriation of productive capital and is 
distinguished by its indivisibility, collectivism, and unity and commonality 
of interests. It expands the limits of labor cooperation to the scale of the 
entire national economy and becomes the objective base for the economic unity 
of the public production process, expressed through unity ~f prices and 
actions of the subjects of socialist production relations. Public ownership 
is the base for the development of a new type of planning which covers the 
entire national economy. That ‘{s why the nature of socialist production must 
be necessarily studied on the level of the national economy. 


From the methodological viewpoint the question of the nature of socialist 
production is manifested also in the fact that it is a question not of a 
feature which reflects general production characteristics but a specific 
socially determined feature of the social system. 


The connection between the dominating form of ownership of productive ~«sital 
and) 6the nature of the production process is manifested through its influence 
on the socioeconomic form of labor and means of combining material and indi- 
vidual factors in the production process. The assertion of public ownership 
as the 4 tim Focm La the national economy triggers profound changes in 
the socioeconomic form of labor and social relations among production fac- 
tors. It has determined the conversion of labor ipto directly social,!? and 
the direct link established between workers and productive capital. These 
changes directly affected the social characteristics of the production pro- 
cess, converting it into a planned, directly social production process. 








Under soctalism--the first phase of the communist socioeconomic systen--the 
planned and directly social nature of the production proress is manifested in 
the objective need and possibility of society to establish a direct connec- 
tion between er-nomic requirements and the productior of saterial goods. 


The interpretation of the socialist production process as planned and direct- 
ly social brings out the initial, the main, the determining features of its 
socioeconomic form. At the same tise, however, historical experience has 
convincingly confirmed that the formation of a planned organization of s cial 
production following the assertion of socialist ownership within the entire 
national economy did sot immediately lead to the withering avay of commodity- 
monetary relations. Therefore, socialist economy displays heterogeneous pro- 
cuction relations. Their system includes both directly social and comodity- 
monetary relations. 


An odd situation develops. On the one hand, through the plan the individual 
work of the enterprise (economic organization) is covered by the plan and 
operates as part of the overall social labor. On the other hand, individual 
differences in enterprise labor trigger a differentiation in the outlays 
needed for the creation of the respective commodities. The need arises to 
reduce individual outlays to the socially necessary level, to observe the 
principle of equivalent exchange among enterprises and the utilization of the 
commodity form of economic relations among then. 


Therefore, direct economic relations on the scale of the national economy are 
4 specific natural phenowenon of socialism. They are basic to the operation- 
al mechaniem of the socialist economy. 


Commodity-monetary relations and the commodity form of economic relations 
under soclallem give some authors grounds to speak of the commodity nature of 
soctalist production. The term production nature, which expresses its speci- 
fic socioeconomic form, and the term commodity nature of production under 
eoctallem are not one and the same. The use of either term reflects a real 
structure of soctalist production relations. However, it should not result 
in the elimination of essential differences. The former describes a speci- 
fic, a genetic characteristic of socialism, while the second ts a general 
characteristic, i.e., a characteristic which does not express the specific 
eoctloeconomic form of soctalist production. The former emphasizes the spe- 
cifie planned organization on a national economic scale, created by socialist 
production relations and public ownership. The latter should be accepted 
only as such, directing the attention of the subjective factor toward a con- 
sistency with the overall principles governing commodity-monetary relations, 
the full uttllization of their categories and iaws in the economic management 
mechaniem, and taving into consideration their new socioeconomic content and 
characteristics of their manifestation in the socialist economy. 


In the light of all this we can formulate a summing-up conclusion. The 
characteristics of sectal production relations and of their structure call 
for determining specifically the concept of the nature of socialist produc- 
tion. The socialist level of maturity of public ownership also determines 
the socialist level of maturity of the planned and directly socialized nature 
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of the socialist production process. It should be considered a planned and 
directly social production, developing toward its full maturity, going through 
the various socialist stages of combining direct (determining, main, funda- 
mental) and commodity forms of economic relations in the national economy. 


These features in the nature of socialist production lead to important con- 
clusions on the subject of the economic management mechanism. Let us empha- 
size above all the need for comprehensive utilization of economic methods, 
means and levers in observing their hierarchical subordination inherent in 
the nature of the socialist production method. The realization of socialist 
ownership should be directed toward the maximal utilization of the springs 
provided by planning, closely combined with the levers of commodity-monetary 
relations. 


Prof Ivan Kostov: Particularly topical from the practical viewpoint is the 
question of the tie between socialist ownership and the management of produc- 
tive capital and the relationship between the state and the labor collec- 
tives. As we know, an extensive debate was held on these problems. In the 
light of the formulation of Comrade T. Zhivkov on the state as the owner and 
the labor collective as the manager, we could earmark the functions of the 
state in providing centralized national economic management and the functions 
of the economically autonomous units in the direct organization and manage- 
ment of the production process. 


Professor Dr of Economic Sciences Kiril Kiryakov: The basic direction to be 

followed in the further advancement of the processes of development of owner- 
ship at the contemporary stage and the further management and utilization of 

the property is related to the systematic implementation of the principles of 
the new economic approach and its mechanism. 


The achievement of a basically possible high socioeconomic efficiency pro- 
ceeding from the stipulated progressive development of ownership in our 
country decisively depends on the system and organization of management. 

This is as much an economic as a social problem. On the economic level, the 
management system and organization will enable the society to obtain maximal- 
ly possible results from the created potential. On the social level, this 
determines the attitude of the socialist working person and labor collective 
toward the property: will they be directly interested in its muitiplication 
and efficient utilization and will they feel like the owners, with all en- 
tailing consequeiuces. 


Docent Dr of Economic Sclences Dimitur Yanchev: In connection with these 
questions I believe that identifying the social carrier of the management 
category is particularly important. 





We know that ownership relations are determined by the following categories: 
appropriation, handling, possession and management. Each of them expresses 
the attitude toward the subject of the ownership through the relations among 
individual subjects, in which one of the subjects is the carrier of a spe- 
cific category while the other subjects are not. Thus, for example, approp- 
riation expresses a relation through which a given subject appropriates the 


productive capital and production results for himself. Socialism does not 
eliminate the appropriation-condemnation relation but the antagonistic manner 
in which this relation is manifested in class-antagonistic societies. To 
consider that the subject of the appropriation could be both the owner and 
the nonowner means to destroy the social existence of this category or, which 
is one and the same, to reduce it to the subject-object relationship. 


The same applies to the other categories. If they are of a political- 
economic nature it means that they are expressing a relation in which a given 
subject is their social carrier while the other subjects are not. In the 
opposite case such categories would lose their socioeconomic content. 


In order to gain a better understanding of the question of the social carrier 
of the management process, we must take into consideration one more of its 
essential features. In some of these categories the social carrier may be 
exclusively the owner; in others, he may be a nonowner as well. The former 
include the appropriation and handling; the latter, ownership and management. 
Naturally, the solution of the problem of the social carrier of ownership and 
management depends on the level of production forces, maturity of socialist 
production relations and some other social or political factors. For 
example, if according to the requirements of production forces or for other 
reasons the owner not only appropriates and handles the ownership object but 
also directly organizes the production process in accordance with his inter- 
est, he becomes the social carrier of 411 ownership, possession and handling 
categories. However, if on the basis of the level of production forces or 
for some other reasons the subject of the ownership appropriates and handles 
objects and things while the direct organization of the production process is 
in the hands of someone else who, within the framework of the parameters 
given by the owner, independently manages the turnover and circulation of 
productive capital, in accordance with the interests of the owner and of his 
own, Management and possession become separate items. The carrier of the 
ippropriation and handling is the owner while that of the possession and man- 
agement is the non-owner. 


In our view, possession and management reflect identical relations but on 
different levels. Possession expresses the possibility and necessity for its 
social carrier to provide a relatively autonomous circulation of the produc- 
tive capital of the owner in accordance with the owner's interests and his 
own specific interests as an economically autonomous unit within a more 
general and, consequently, more intensive form; in the case of management the 
same opportunity is necessarily expressed in a more specific and, consequent- 
ly, less profound form. In our view, management is the set of instruments 
through which the owner exercises his status as such. Hence the definition 
of management as a function of possession. 


The great importance of the definition provided by Todor Zhivkov, according 
to which soclety, ae represented by its state organs, is the owner while the 
labor collective is the manager of the socialist property is, in our view, 
the following: First: Thanrs to this definition the content of the manage- 
ment category may be made more consistent with its own logic and social 
existence. Second: Comrade Todor Zhivkov relates this new approach to the 
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manager to the solution of basic problems of socialist practice in our coun- 
try. It is no accident that this definition is one of the basic prerequi- 
sites of the new economic approach. 


It could be expected that the distinction between the subject of management 
and the subject of ownership would create or intensify some contradictions 
between society and the individual labor collectives as well as among the 
labor collectives themselves. However, based on reality itself and, conse- 
quently, the objective nature of the position of the owner and the manager, 
in all likelihood this will become one of the most important motive forces in 
the development and advancement of socialist production in our country. 


However, the contradiction between the subject of ownership and the subject 
of management may be not only objective but subjective as well. In the 
second case, naturally, it would have an adverse effect on the development of 
the economy. It is from the statement made on this subject in the concluding 
words of Comrade Todor Zhivkov at the BCP Central Committee Plenum which dis- 
cussed and adopted the party concept of a new labor code, that we may draw 
the conclusion to the effect that the elimination of the subjective aspect of 
contradictions between the subject of ownership and the subject of management 
should be sought in the systematic application of the following formula: 
society-owner and labor collective-manager of socialist property. 


The great importance of the formulation provided by Comrade T. Zhivkov re- 
garding the owner and manager of socialist property is not reduced merely to 
the characterization of the management category. This formulation allows us 
to resolve more accurately one of the most complex, if not the most complex, 
problem of ownership relations: the content of the handling category. Un- 
questionably, the carrier of this category is society as a whole or, respec- 
tively, the state. But how to interpret this category, what is its content? 
The formulations provided by Comrade T. Zhivkov lead to the conclusion that 
it should be unuerstood in the sense of the possibility and necessity for the 
subject of ownership, based on the level reached in the development of pro- 
duction forces and production relations, to resolve, first of all, who should 
manage the object of his ownership--himself or a subject he has appointed-- 
and, secondly, to determine the main trends in the socially necessary labor 
investments. 


The specific trends of these investments are not a problem of handling but of 
possession and management. 


In “allocating” the functions in defining the trends of the socially neces- 
sary labor investments between handling, on the one hand, and possession and 
management, on the other, we have the possibility systematically to determine 
the nature of the social being of such categories without questioning the 
economic role of the socialist state. 


Prof Petko Iv. Petkov: I already pointed out that the base of real socialism 
in the stage of its full maturity is the social ownership of productive capi- 
tal in its nationwide form. It expresses most suitably the profound essence 

of developed socialism. As to the management of productive capital, it could 





be scientifically determined only on the basis of the already mentioned char- 
acteristic of the structure of the subject of ownership by the whole people. 
This problem is of basic significance in the proper development of economic 
interrelationships between economic organizations and the entire society as 
represented by the state. 


Above all, it would be erroneous to consider that the state is nothing but 
the owner, i.e., that it does not perform economic functions. Such a concept 
would conflict with objective reality. It really performs such functions but 
on a macroeconomic Scale, through the entire system of planning activities, 
price setting, regulating distribution and redistribution processes, etc. It 
is precisely this which distinguishes it from the reduced economic functions 
of the bourgeois state which has a significantly more limited economic base-- 
State capitalist property. 


On the micro- and meso-economic levels, i.e., on a local scale, in terms of 
economically autonomous economic organizations, “he functions of the manager 
of socialist ownership is performed by the labor collectives of these organi- 
zations, including the equal working people organized within such collectives. 


Docent Licho Gyulmezov: The question of the further improvement of the state 
form of socialist ownership through the proper demarcation and definition of 
the functions of the state, the economic organizations and the labor collec- 
tives has become quite topical at the present stage in connection with the 
management of national productive capital. The socialist state which, on 
behalf of and as assigned by society, is the owner of the national productive 
capital, is directing its attention to the implementation of primarily man- 
agement functions which stem from the unity of the national ownership and 
which ensure the solution of problems of a global nature from the viewpoint 
of the planned development of the national economy as a whole. 


At the same time, the economic organizations were assigned the entire set of 
functions related to the specific conduct of the production and reproduction 
processes on the basis of the material, financial and manpower resources 
granted to them by society and within the framework of the assignments con- 
tained in the state and counter plans. 


A number of substant{al changes have taken place in the role of the labor 
collectives as weli. They were granted extensive possibilities of actively 
participating in the elaboration and adoption of counterplans of economic 
organizations, influencing the shaping and exercise of their economic and 
social policy and ensuring the most efficient utilization, preservation and 
multiplication of the social wealth entrusted to them. 


The new relations which developed between society or, respectively, its 
state, and the individual labor collectives were summed up in the following 
formula: “state-owner, labor collective-socialist property manager." 


The accurate understanding of this definition demands some refinements. In 
this case the concept of manager is not covered by that of owner. Neither 
the individual economic organizations nor their labor collectives become the 

















owners cf the productive capital and their output. Conversely, the proclama- 
tion of labor collectives as managers "...presumes,” as Comrade T. Zhivkov 
emphasizes, “the preservation of the unity of the national ownership, which 
is now being exercised through its state form.” 


The same definition presumes a certain separation between the manager and 
owner. The complexity of the problem is how to establish this demarcation 
line. Theoretically, it can be done two ways: the first is expressed in the 
suggestion of some economists that the labor collectives become the owners 
of national productive capital. This view was expressed by our colleague 

D. Yanchev. In our view, this is unacceptable, for it presumes that the 
management function becomes so greatly separated from ownership that the 
economic organizations and their labor collectives acquire the possibility of 
handling in full the allocated productive capital and the results of their 
output. Such a full autonomy of economic organizations as commodity produc- 
ers, although socialist, dema,cted by this group of economists, would mean to 
isolate them from each other to an extent in which they would have identical 
but by far not shared interests. Yet, as practical experience in some coun- 
tries has confirmed, this greatly hinders the normal functioning of national 
property and, particularly, its expression as a unified social organism. 


The second possibility is that of assigning by the owner the labor collec- 
tives with the implementation of some management functions related to the 
mechanism of utilization of national property on the microlevel. The impor- 
tance of such functions is determined by the fact that it is precisely on 
this level that the manpower actually comes in contact with productive capi- 
tal and that the level of its efficient utilization is determined by the 
specific activities of the working people. In this case the labor collec- 
tives act as partial managers of nationwide productive capital and, together 
with the overall manager--the socialist state--performs specific functions in 
the implementation of the complex mechanism of exercising national ownership 
of productive capital. 


However, even within this framework the definition “labor collective-manager 
of socialist property” has a rich social content determined above all by the 
status of the working people as equal co-owners of nationwide productive 
capital. It concretizes their basic obligation, stemming from this circum- 
stance, as members of a socialist associatica regarding the “very foundation" 
of the new society which they themselves are building. Granting the labor 
collectives specific management functions allows them to feel even more dir- 
ectly the fact that the state property, as property of the nation, is also 
theirs. All of this will contribute to the faster elimination of a noted 
certain alienation of some of the working people from public productive 
capital and outliving the negative attitude toward state property, alien to 
the nature of our society. New conditions appear for developing the initia- 
tive and creative efforts of the working people. On the other hand, the 
created possibility of their more direct and fuller activities as co-owners 
of public property will contribute to strengthening their feeling of being 
the full masters of their personal and social life. 


Consequently, the definition “labor collective-socialist property manager” 
expresses not only or merely structural-organizational relations, which 
develop on the basis of the production-technical autonomy of the structural 
units within the state ownership system, but above all one of the essential 
features of this ownership, the mechanism of its functioning and realization 
as national ownership of productive capital. 


This leads to the conclusion that the conversion of the labor collectives 
into true managers, within the already delineated framework, is a major step 
in the development of the state form of socialist ownership through the fur- 
ther intensification of its nationwide character. It is precisely this that, 
in the final account, defines the social significance of this phenomenon. 


Professor Dr of Economic Sciences Kiril Kiryakov: Let us stress in this 
connection that broadening the rights of collectives and economic organiza- 
tions and giving them the full opportunity for managing does not mean absolut- 
izing the principle of their autonomy. This helps to achieve a dialectical 
unity between centralism and democracy and a fuller exercise of the unity of 
rights and responsibilities of collectives and individual working people. 

The extent to which this can be accomplished in practice depends exclusively 
on the system of national economic planning and management and the economic 
mechanism, which are developing steadily. It is precisely here that the 
great role of science lies, not in the sense of developing prescriptions, 

for no such prescriptions exist. However, on the basis of the theoretical 
achievements and summations of social practice, science can indicate the ways 
and means for more efficient management decisions. For example, this applies 
to the extent to which the mechanism ensures the real autonomy of the econo- 
mic organizations in seeking and finding the most efficient solutions in the 
implementation of planned assignments or blocking possibilities of obtaining 
greater income with relatively less effort on the part of the collective. 

The question of management raises another very important question: does the 
mechanism help us to achieve a relative equalization of economic conditions 
for work in the economic organizations, so that the net result of the quality 
of management can be manifested in full, and till we ensure in practice plan- 
ning based on the real possibilities of economic organizations and the econ- 
omy as a whole, taking the demand of the market into consideration. This is 
a series of questions which directly stems from our topic but is not exhaust- 
ed by its formulation. This should be the subject of a separate discussion. 


Docent Nedyalko Belev: From the very definition of the nature and content of 
ownership it follows that in principle the owner is also the manager of pro- 
ductive capital. This is because the exercise of possession and handling by 
a given individual or a group of individuals means nothing other than that 
they are their managers. He or they are the individuals who manage and who, 
in order to obtain maximal benefits from their use and the fullest possible 
satisfaction of their requirements, care for them, protect them from damages 
and use them most economically and most productively. That is why under 
socialism, as the owner of productive capital, society is basically both its 
owner and manager. These qualities are manifested in the fact that the 
organization and undertaking of the production of material goods with the 
help of nations! capital essentially takes place on behalf of and at the 
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expense of the entire society and that the produced commodities are initially 
appropriated as common ownership. However, in practice the exercise of own- 
ership and management by society, by such a large community of people, is 
possible only through a system of state economic organs created by and repre- 
senting society. For this reason, individuals and individual production col- 
lectives realize their position as co-owners and managers of all national 
capital and the capital with which they work, not directly but indirectly, 
through this system of organs. 





With all this, however, the national ownership of productive capital turns 
all members of society into working people. In this case the individual is 
realized as the co-owner of productive capital only to the extent to which 
all working people are realized as such. That is precisely why they secure 
economically their status as co-owners of such capital by participating in 
the distribution of the material goods initially appropriated by society on 
the basis of the quantity and quality of their individual work, i.e., on the 
basis of distribution according to labor, and the economic realization of 
their status as owners, distributors and managers of their own manpower. To 
the extent to which they participate in distribution according to labor, 
their income directly depends not only on the quantity of the labor they have 
expended but on its productivity. They are materially interested not only in 
improving their qualifications and individual dexterity and skills but also 
taking care of the productive capital with which they perform their work 
within the brigade, protecting it from damages and, in the final account, 
using it economically. for this reason, although they are not the direct 
owners of the productive capital with which they work, if wages based on 
labor have been properly organized, their attitude toward the productive 
capital is one of ownership. In this sense and to that extent the workers 
are managers or become managers of the productive capital with which they 
work in the brigade and at their individual jobs while their managers become 
the managers of the productive capital of the enterprise as a whole. 


Naturally, the extent to which society is the owner and manager of all pro- 
ductive capital, it may, should it deem it necessary under certain condi- 
tions, grant the ownership of such facilities to production collectives, a 
principle followed by Yugoslavia. At that point they can, as owners, become 
the managers of such capital used in the production of material goods. How- 
ever, the fact that they could be such managers does not mean that it is 
objectively necessary to become such, as some economists claim. "Relations 
between the state (the owner of productive capital) and the economic organi- 
zation are objective production relations, relations between the owner and 
the possessor of the same productive capital,"!8 writes Prof Zh. Aroyo. We 
cannot accept this claim, for according to it the only possible and, conse- 
quently, objectively necessary form of organization of the functioning of 
national property is the separation of possession from ownership of produc- 
tive capital and the conversion of the production collectives into managers 
of such capital, acting as their owner. 


Professor Dr of Economic Sciences Kiril Kiryakov: One of the most topical 
problems of the theory and practice of socialist ownership is that of the 
nature of the state and the cooperative form of ownership and the ways lead- 
ing to their rapprochement and merging. 
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As we emphasized, our socialist development and the building of a developed 
socialist society is based on state ownership, acting autonomously along a 
wide front and in the most decisive economic sectors. The cooperative form 
of ownership is established in the course of the development process. His- 
torically and by virtue of some existing characteristics of our development, 
its separation as a process began immediately following the socialist revo- 
lution, although the nationalization of big industry and the mines took place 
3 years later, by the end of 1947. 


The development of the cooperative form of ownership in Bulgaria went through 
several stages, each one of which was characterized by corresponding forms of 
organization and management of agricultural production, which as a topic, I 
presume, will be discussed in greater detail by a participant in this meet- 
ing. This development and change of the cooperative form of ownership, in 
our view, both so far and in the future, until the single ownership of the 
whole people has been established, has one particularly typical feature 
against the background of which all other processes and phenomena take place. 
We «now that during the period of building socialism the cooperative form of 
ownership expressed the relationship between society as a whole and the 
individual member of the cooperative through the relationship between society 
and the individual production collective as an autonomous economic unit. On 
the other hand, the cooperated peasants, together with the workers and the 
remaining working people, are also “co-owners” of the national property. 

Such “co-ownership” is expressed by the individual cooperative farmer not 
“directly” and not alone, but through the collective of the cooperative or- 
ganization. The cooperative Farm as a whole enters into a relationship with 
soctety and with national property and represents its members to it. This 
gives birth to a number of characteristics of the reproduction and social 
processes. As production forces develop and production relations advance, 
the relative autonomy of the cooperative enterprises becomes increasingly 
adapted to the national economic criteria and requirements. The fact that 
the cooperative form of ownership is created and, something which is par- 
ticularly important, develops under conditions in which national ownership 
has a predominant and leading role in the national economy and is gradually 
exerting an increasing influence on cooperative ownership indicates that it 
(cooperative ownership) is hardly an entirely autonomous form of ownership 
along the entire chain of the reproduction and social processes. Elements 
which coincide partially or fully with the qualitative nature characteristic 
of national ownership appear at a certain stage in the development of coop- 
erative ownership. This determines the historically transitional nature of 
the cooperative form of ownership. Although it is a stage in the develop- 
ment of socialist society, it experiences changes which give it national 
economic features. 


Particularly important and basic in this connection is the aspect of the 
nature of the very process of development of cooperative ownership before the 
maturing and rapprochement to a level at which, on the basis of quantitative 
and qualitative changes in both forms, the necessary conditions and prerequi- 
sites for their conversion into a single national ownership of the developed 
socialist society are created. In the areas of general theory and practice 
the dominant concept on this problem is that before emerging on the national 
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economic level the respective processes must develop and mature above all on 
the sectorial level, i.e., the cooperative sector in agriculture must rise in 
its basic socioeconomic dimensions to the level of the state sector within 
agriculture itself and, on this basis and from these positions, come closer 
to national ownership in the other sectors. This is explained by the clearly 
demarcated social sectors--cooperative and state--of public agriculture in 
the other socialist countries. In our country this process did not develop 
the features characteristic of the other socialist countries. After the 
socialist reorganization of Bulgarian agriculture was completed, the ratio 
between the cooperative and state sectors in agriculture (in terms of some 
basic indicators) was 93-95:7-5. Im all remaining European socialist coun- 
tries, including the USSF, by virtue of the previously existing revolution in 
the large land and, in some places, even feudal ownership, this ratio between 
the cooperative and state sector was, respectively, 70-75:30-25. This is one 
of the reasons for which in our country the process of cahancing the coopera- 
tive sector to the level of the state sector in agriculture was avoided or, 
at least, did not become a stage in the development of cooperative ownership. 
The latter had as its partner state ownership in general and, particularly in 
the sector with which the agricultural reproduction process shares a single 
economic foundation in terms of the planned development of the national 
economy--food and light industry, machine building, chemistry, and others. 
This characteristic predetermined the relatively short time of converting to 
a single management and single organization in the public agricultural sector 
and its fullest possible integration with the national economic complex with 
all entailing consequences and phases of the reproduction process, such as 
production, distribution, trade and consumption. 


According to some views, once cooperative ownership has reached the level of 
state ownership, the two will merge within a future single national owner- 
ship. Actually, these two processes cannot be separated either in terms of 
time or scope and level. Social development and, specifically, the experi- 
ence of the Bulgarian People’s Republic, in the channeling and development of 
these processes proves that the steady development and improvement of state 
and cooperative ownership and their interpenetration and enrichment legit- 
imately lead to their gradual rapprochement and merger within a single 
national ownership.!9 In support of this idea let us emphasize that the 
development and consolidation of the agroindustrial complex marks the reach- 
ing of the highest level of socialization within the framework of the unified 
agricultural and other agroindustrial organizations and is a determining pre- 
requisite in the implementation of the process of rapprochement and merger of 
the two basic forms of ownership not only in individual units but on a global 
national economic scale. As a theory developed at the beginning of the 1970s 
by our party and reflected in its program as well as a practice systematical- 
ly implemented in the course of the past decade, the rapprochement and merger 
of state with cooperative ownership could be considered Bulgaria's contribu- 
tion to the solution of this major socioeconomic problem of building social- 
ism. A similar assessment may be found in the writings of noted Soviet 
scientists as well. 





Senior Scientific Associate Foycho Petrov: Determining the nature of the two 
basic forms of socialist ownership--state and cooperative--and their common 





features and differences is one of the main directions in theoretical work. 
In previcus economic studies unity between state and cooperative ownership is 
explained in terms of the “similarity of their social nature,” which means 
that “they represent the same type of socialist ownership of productive capi- 
tal” or are different only in terms of scope and degree of socialization of 
productive capital. It is considered that state ownership extends on the 
national economic scale and means that productive capital is national prop- 
erty; the state sector covers the basic sectors of the national economy with 
a higher level of production forces. This is the mark of a more mature or 
superior form of socialist ownership. Unlike it, cooperative ownership de- 
veloped at a lower level of production forces on the scale of the individual 
enterprise, collective or group as a lower or iess mature form of ownership 
and is developing as socialist "...thanks to the domination of national own- 
ership and the leading role of the working class under the conditions of the 
proletarian state.” 


This general concept of the unity and differences between state and coopera- 
tive socialist ownership in reality affects only some externally visible 
aspects of phenomena and processes--juridical and organizational-economic 
relations. For this reason we can quite legitimately question its theoreti- 
cal and methodological substantiveness. 


First of all, we cannot accept as accurate the main feature of the argument 

to the effect that state and cooperative ownership represent the same type of 

production relations or obey the same economic laws. This essentially re- 

jects or excludes the possibility of the existence of the two forms of owner- 

ship. On the other hand, the explanation of the differences between them in 

terms of the level of production forces means replacing the study of produc- 

tion relations with universally valid characteristics of socialization pro- ° 
cesses, production concentration and so on, or else, which logically stems y¥ 
from the first assertion, admitting the existence of as many forms of owner- 

ship as there are differences in the level of production forces and in the 

individual production facilities, sectors and activities (they are abundant!). 


This basic methodological shortcoming of the current view on socialist owner- 
ship becomes most clear when we try to analyze the processes of rapprochement 
and merger of state with cooperative ownership. It turns out that if state 
ind cooperative ownership are based on the same type of production relations 
and that the differences are caused by the different levels of production 
forces, their development, rapprochement and merger are reduced ts the quan- 
titative growth of the same components--production relations--which have 
permanent properties which can change nothing but the level of their manifes- 
tation and not their nature. 


Most authors claim that cooperative ownership has still not become national. 


According to another group of authors agroindustrial combine ownership is of 
an intermediary nature ("neither fish nor fowl” as the saying goes), i.e., it 
is no longer cooperative but is not state as yet. Its situation is defined 
"one of the transitional forms to a single natioral ownership.” 
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Of course, there also are authors who, regardless of the lack of theoretical 
work on the problem, simply texe facts as the criteria of truth for the pur- 
pose of their research. Taking into consideration the actual blending of 
state with cooperative ownership, they act correctly by rejecting the tra- 
ditional division of people working in agriculture as cooperated farmers in 
cooperative labor farms and workers in state farms, machine-tractor stations 
and inédustrial-agrarian complexes. 











In my view, the sameness of the socioecvunomic nature of cooperative and state 
ownership, abstraction made of the differences already noted, is actually 
based on the identical socialist economic relations and laws which govern the 
production of material goods in the entire national economy (state and coop- 
erative sectors). On that level differences in production forces are indeed 
a criterion of the maturity of production relations. This, however, applies 
to all sectors and production facilities, rather than relations between the 
two basic social economic sectors--the state and cooperative. These differ- 
ences, within the limits of identical production relations, are surmounted to 
the level to which the national economic complex is shaped as a developed and 
complex dynamic systen. 























From the viewpoint of the similarity and differences in the production rela- 
tions system, consequently, cooperative ownership is a variety of state 
socialist ownership or, respectively, cooperative enterprises are a variety 
of state socialist enterprises. On this economic base the social interrela- 
tionship between the working class and the cooperated farmers has an excep- 
tionally friendly socialist mutual aid and cooperation nature. 


Senior Scientific Associate Nikola Vulchev: The processes of development 

of and rapprochement between the two forms of ownership can be properly 
understood only on the basis of the socialization of agricultural production 
and its integration with industry. 


The dynamically developing processes of agricultural production concentration 
and integration with industry and some other national economic activities re- 
sulted in significant structural, organizational-economic and socioeconomic 
changes in the agricultural sector. 


The main results of the rising level of agricultural production socialization 
may be reduced to the following: first, increased intensiveness and change 

in the nature of production relations between agriculture and industry and 
some other national economic areas and activities. Second, and directly re- 
lated to the first, is broadening the framework of socialist cooperation of 
labor, initially contained within the limits of cooperative agricultural en- 
terprises but now operating on the level of modern agricultural organizations. 
Third, the conversion of agricultural labor cooperation from unisectorial to 
muitisectorial in enterprises and organizations of the agroindustrial type 

and scientific and scientific-production complexes and trusts. This process 
leads to the increased complexity of forms of isolated labor cooperation 
within the agroindustrial area and to raising its level closer to that of the 
nationwide cooperation of labor. 












All of this is reflected on the system of production relations in the 
agroindustrial area and, above all, on ownership. The level of cooperative 
ownership in agriculture rises close to the level of state ownership. The 
similarity of these levels accelerates the processes of their interpene- 
tration and the conversion of cooperative into state ownership and into 
enterprises and organizations of the agroindustrial type, or to so-called 
“integrated enterprises and organizations.” The organizational-economic 
forms within which this process takes place are based on state and coopera- 
tive enterprises and organizations such as, usually, industrial-agrarian 
complexes and other production and scientific-production complexes and 
trusts. 


Ownership changes become the material foundation of changes in the mechanism 
governing the formation and distribution of income in agriculture and the 
virtually total identification of this mechanism wit that of the formation 
and distribution of income within the entire national economy. All that 
remain are a few differences related to durable sectorial features. Essen- 
tially, this means the elimination of disparities in the realization of 
cooperative and state ownership forms. This also marks the elimination of 
the relatively greater economic autonomy of agricultural enterprises and 
organizations. Agricultura! production thus becomes entirely subordinated to 
the planning principles and national interests. 


The increased intensiveness of production relations betwern agriculture and 
industry, on the one hand, and changes in ownership and the economic autonomy 
of agricultural enterprises and organizations, on the other, lead also to 
surmounting the autonomy of the reproduction process which takes place within 
their framework and to changes in the position held by agriculture within the 
single reproduction process in the agroindustrial area and on a national eco- 
nomic scale. 


The existing investment mechanism in agriculture, although consistent in its 
most general lines with said changes, does not take into consideration with 
sufficient accuracy and completeness, in a number of its features and de- 
tails, the changed place of the sector within the single national economic 
reproduction process and the need for the redistribution of reproduction 
functions in favor of higher levels of the organizational-economic structure 
of the agricultural sector and of the socialist state. To begin with, we 
still face a type of national structure of expanded reproduction capital at 
all levels, not entirely consistent with the corresponding functions of the 
National Agroindustrial Complex and the okrug industrial unions. On the one 
hand, they are called upon to develop and implement the strategy and tactics 
of the investment process in agriculture; at the same time, however, these 
functions are not supported by corresponding financial funds. 


Secondly, let us point out a lack of a mechanism which channels state budget 
funds and the centralized funds of the National Agroindustrial Union toward 
the total or even partial financing of large investment projects related to 
the installation of technological lines for the comprehensive mechanization 
and automation of production processes, a more scientifically substantiated 
and long-range national program consistent, on the one hand, with the needs 
of the sector and, on the other, production assignments. 
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Professor Dr of Economic Sciences Kiril Kiryakov: Further thoughts and con- 
siderations could be expressed. 


Let us complete our discussion now, allowing 


the editors to offer the opportunity to anyone who would like to express his 
view on this problem with an article to do so. 


Allow us once again to thank you for your participation in this discussion. 
We hope that the views you have expressed will contribute to the further 
clarification of these important and complex problems of economic theory and 
social practice. 


10. 


li. 
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[Article by Lyubomir Khristov: “Bulgartan Foreign Trade and Economic Devel- 
opment at the End of the 1970s: Problems and Prospects.” Signed to press 
28 April 1983] 


[Text] Drastic changes took place in the global economy during the 1970s. 
They created new requirements in the functioning of the reproduction process 
in all countries. The influence of changed foreign economic conditions on 
small countries with an open economy was particularly strong. 


In most of them it was manifested in a lasting disturbance of their foreign 
economic balance. Intensifying deficits in their balances of payment led to 
disturbances in the normal rhythm of economic processes and, beyond a certain 
limit, are threatening the living standard reached by the population and 
their social stability. 


Under these circumstances the equalization of the balance of payments ob- 
jectively became a difficult imperative which, in the short term and, to a 
certain extent, in the medium term, subordinates to itself the remaining 
objectives of socioeconomic development. 


The question arises of how is the Bulgarian economy reacting to the foreign 
economic changes which have taken place and what are the possibilities and 
problems which this reaction causes in terms of its further development. 


These changes appeared first of all in the world capitalist market and 
iffected mainly our trade with the nonso.ialist countries. They were mani- 
fested in the fast increase in the overall price level and changes in the 
ratios of prices of different commodities. As a result of this, the “trading 
conditions” indicator for energy and raw material importers and the exporters 
of traditional finished goods worsened. 








The problem of equalizing the foreign trade balances of the socialist coun- 
tries in terms of convertible currency intensified also as a result of the 
impossibility of ensuring a substantial quantitative increase in exports to 
the developed capitalist countries. This has to do with the cyclical crises 
which affected the Western countries starting with the mid-1970s and the be- 
ginning of the 1980s, and the restrictive measures which they took to block 
imports of some products, particularly those from the socialist countries. 









The instability of “East-West” economic relations was enhanced also as a re- 
sult of the monetary crisis which broke out during the 1970s. The degree of 
financial risk which accompanies trade with Western countries increased. The 
high nominal and actual lievel of interest rates, which worsened servicing the 
foreign debts of the socialist countries, was another factor of stress in 
trade with the developed capitalist countries at the beginning of the 1980s. 
Let us add to this the practical impossibility of obtaining new commercial 
credit from sost of them after 1981. 


From the formal viewpoint, the share of the nonsocialist countries in Bul- 
garia's foreign trade does not exceed 20-25 percent. The importance of said 
changes in world trade in terms of our economy, however, is based less on 
this percentage than on the fact that, on the one hand, changes (above all in 
the level and ratio of prices) are reflected, although with a certain delay 
and partially only, on trade conditions within the framework of CEMA and, on 
the other, the fact that they are based on irreversible structural changes. 


Consequently, reaching a foreign economic balance calls for the adaptation of 
the national production complex to the changed conditions of raw material and 
energy supplies and the changed requirements concerning the type and quality 
of exported goods. The specific means of shaping contract prices within CEMA 
merely eases conditions and lengthens the time for such adaptation without, 
however, eliminating the need for it. 


If we proceed from the stipulation that the problems facing countries with 
worsened ‘trading conditions” in their foreign economic relations are a 
reflection of lasting changes in the global economy and trade, obviously 
their solution calls for improving the efficiency of the entire reproduction 
process. From the economic viewpoint this means changes In the ratio between 
production factors which characterized the preceding period, adapting to the 
new requirements our equipment and technologies, upgrading the quality of 
produced goods, and introducing structural changes based on scientific and 
technical progress. Therefore, in the future as well, foreign trade condi- 
tions will increase the pressure of foreign economic factors requiring the 
intensification of the reproduction process. At this point, the question 
could be turned around: does the combination of said circumstances in the 
international market and the country's foreign trade policy as it was by the 
end of the 1970s create prerequisites for meeting this requirement? 


The various measures which a given country with a disturbed foreign economic 
balance could take to restore it may be classified into two groups, depending 
on the time needed for the manifestation of their results. 


|. Short-term measures include activities which result in the equalization 
of the balance of payments at the expense of foreign exchange reserves and 
increased foreign indebtedness of the country at the expense of slowing down 
the pace of economic growth and reducing and engaging in a certain restruc- 
turing of the domestic consumption of the national income related to lowering 


import requirements or Cand) increasing export resources. 
2. The long-term measures include above all those which lead to the growth 
of the export potential. It is a question of Increasing export resources, 
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restructuring exports and enhancing the efficiency of production outlays, 
thus compensating for the worsened “trade conditions’ indicator, and improv- 
ing the quality and competitiveness of exports. This group also includes 
measures related to reducing import requirements through investments related 
to creating and mastering resource-conserving technologies. 


The measures of the first group are short-term, for lowering expenditures or 
increasing resources are achieved through an interference (initially at 
least) mainly in the realm of their distribution. As a result of such meas- 
ures resources are quickly harnessed and redirected with a view to equalizing 
the foreign trade balance. However, their possibilities become quickly ex- 
hausted. 


The second group involves increasing exports and structural export changes 
with limited production resources and the aspiration to surmount or at least 
lower such limitations. As a rule, such steps call for technical changes in 
material production. Their results become apparent after a longer period of 
time. However, they are related not merely to the elimination of the symp- 
toms but the reasons for the disturbance of the foreign trade balance. 


A close connection as well as a certain contradiction exist between long-term 
and short-term foreign economic policies. Basically, the short-term methods 
provide a “respite” to the affected economy and the possibility of waiting 
out the period during which the effect of long-term interference will be 
manifested. At the same time, the crossing of a certain line (which is 
always specific, for which reason it is difficult to cross) in the applica- 
tion of short-term measures may undermine the aspiration to enhance effi- 
clency and intensify the export ability of the economy either as a result of 
the excessively increased foreign indebtedness pressure in the distribution 
of the national income or a slowdown in the innovation processes as a result 
of excessively restrictive measures. 


Let us try to “break down” the reaction of our economy into short-term and 
long-term components and identify their interaction. 


A comparison among some CEMA-member countries is a base for assessments and 
conclusions (GDR, Hungary, Romania and Czechoslovakia). We know that these 
countries (including Romania, particularly after 1978) are importers of 
energy sources, so that all of them are suffering losses from the worsened 
“trade conditions.” We proceed from this prerequisite and look at their 
behavior rather than at the extent to which their economies have been af- 
fected by the faster growth of Import compared to export targets. This is 
the reason for which the data are studied in terms of current prices. 


Trade is the basic channel for relations between said countries and the 
giobal economy. For this reason (and also because of lack of data on the so- 
called “invisible” items of the balance of payments) the study is limited to 
foreign trade only. 





More specifically, we are interested in the following questions: 


1. What is the condition of the balance of trade shaped under the combined 
influence of changes in the levels and ratio of prices in the respective 
markets and the dynamics of the physical volume of exports and imports? 


2. What is the influence on the thus-developed change in exports, imports 
and balances of their structure broken down by commodity sections, and what 
type of trends of change have developed within it? 

Table 1--Foreign Trade Balance* 


(in million rubles) 
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* Computation based on “Statistical Yearbook of CEMA-Member Countries 19861,” 
19481, p 333; “Statistical Yearbook of CEMA-Member Countries, 1976.” 1976, 
Moscow, p 339. 


The data indicate that during the period of “calm” circumstances (1970-1973) 
Bulgaria's foreign trade balance was invartlably positive. The balances of 
the other CEMA-member countries included in this comparison were also posi- 
tive. After 1974 (Romania after 1978), the countries had foreign trade 
deficits not comparable to the preceding period. Bulgaria's situation stands 
out against the background of this general statement. It was the only one 
among the European CEMA-member countries (excluding the USSR) to show a 
positive balance of trade for 1979 and 1980. The surplus of exports over 
imports during those 2 years largely compensated for the deficit which had 
accumulated during the previous years. Thus, for the 1970-1980 period as a 
whole Bulgaria had a negative balance of 235 million rubles compared with 
2.2 billion for Romania, 3.0 billion for Czechoslovakia, 4.9 billion for 
Hungary and 7.9 biilion for the GDR. 


The country's economic development was influenced not only by the overall 
condition of its balance of trade but also by type of currency. A certain 
idea of this situation, although indirect and incomplete, is provided by the 
data on the balance breakdown by groups of countries (Table 2). 


The data of Table 2 lead to the conclusion that toward the end of the 1970s 
Hulgaria reached an overall positive balance of trade as a result of its 
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Table 2--Foreign Trade Balance by Group of Countries* 


(in million rubles) 
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* Based on the “Statistical Yearbook of CEMA-Member Countries, 1971.” 1971, 
Moscow, p 342; 1974, p 333; 1976, p 341; 1978, p 325; 1981, p 335. 


almost balanced trade with the developed capitalist countries and its posi- 
tive balance from trade with the developing countries, whereas the main role 
in the negative trade balances of the remaining countries with which this 


comparison is made is their negative balance of trade with the developed 
capitalist countries. 


We must answer the question of how and, consequently, at what cost, this 
result was achieved. 


For all the countries with the exception of Romania the period from 1975 to 
1980 was characterized by faster exports compared with imports. 


This was 
achieved through different means and in different degrees. 


The GDR slowed down the growth of both its imports and exports. The devel- 
oped ratio between the average annual growth rates of imports and exports is 
such as to result in no more than retaining the deficit in the trade balance. 
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Characteristic of Bulgaria and Czechoslovakia is the preservation of the 
dynamics of exports between 1975 and 1980 compared with the preceding 5 years 
and a slowdown in the growth of imports. This slowdown was particularly 
drastic in Bulgaria. In terms of the growth of the national income it was 
both absolute and relative. Whereas for the 1970-1975 period, in terms of 
the imports elasticity coefficient compared to the national income, Bulgaria 
led the other countries, between 1975 and 1980 the country was in the last 
position. The process of opening the Bulgarian economy to imports was slowed 
down sharply. This is what distinguishes it most vividly from the other 
countries under consideration. 


Clearly, the slowdown of the growth of imports was the main factor which led 
to the restoration of the country's foreign trade balance by 1979. 


Hungary's behavior was precisely the opposite. In that country the favorable 
ratio between the growth rates of imports and exports was achieved in the 
course of their significant acceleration; the acceleration was relative as 
well in terms of national income index. According to the coefficient of the 
elasticity of exports and imports compared to the national income, Hungary 
far outstripped the other countries during the second half of the 1970s. 


Similar results are achieved also by comparing the dynamics of exports and 
imports by group of countries (Table 3). The study of the data indicates 
that an approximately similar distribution in the growth of exports and 
imports by group of countries was characteristic of Czechoslovakia and the 
GDR and, to a certain extent, Romania. A different situation prevailed in 
Hungary and Bulgaria. The rates at which their imports (exports) from and to 
the developed capitalist and the developing countries, on the one hand, and 
from (to) the socialist countries, on the other, was substantially different. 
In the case of Hungary a trend of increased share of the nonsocialist coun- 
tries in both exports and imports may be seen. Bulgaria's exports to these 
countries grew faster than its overall exports, which tended to increase the 
share of these exports. The pace at which our imports from the developed 
capitalist and the developing countries increased was considerably below the 
growth of our imports from CEMA-member countries. Bearing in mind the price 
indicators it is likely that the physical volume of our exports from the 
developed capitalist countries declined. 


This difference in the dynamics between Bulgarian imports and exports with 
the nonsocialist countries resulted in a trade balance in convertible cur- 
rency. 


The study of import and export data totally and by group of countries leads 
to the conclusion that Bulgaria and Hungary stand out in terms of the results 
of their very active foreign economic policy. Both countries were able to 
end the trend which had developed during the first half of the 1970s of 
faster growth of imports compared with exports. This result, however, was 
achieved through entirely different means. 


We are faced with the consequences of a restrictive anti-import policy, par- 
ticularly toward the nonsoctalist countries. Hungary, meanwhile, relied on 
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Table 3--Average Annual Rates of Exports and Imports 
by Group of Countries* (in 27) 
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* Computed from the “Statistical Yearbook of CEMA-Member Countries, 1971,” 
1971, Moscow, p 342; 1974, p 333; 1976, p 341; 1978, p 325; 1981, p 335. 


increasing its exports essentially to the developed capitalist and the devel- 
oping countries with a certain, although slight, slowdown in the growth of 
its foreign trade with CEMA-member countries. A characteristic feature in 
this case was a rapid growth of imports from the nonsocialist countries. The 
price paid for such a policy with an export orientation and an opening toward 
developed capitalist and developing countries is a slowly declining foreign 
trade deficit, both total and in convertible currency. The negative trade 
balance led to an increase in Hungarian indebtedness in convertible currency 
by the end of the 1970s and was a prerequisite for the increased economic 
difficulties «xperienced bythe country at the beginning of the 1980s caused 
by high interest rates. Servicing the foreign debt is absorbing an increas- 
ing share of the income in foreign currency and is delaying the country's 
economic development. 


The foreign economic policy pursued by Bulgaria toward the end of the 1970s 
ensured the type of ratio between exports and imports in our foreign trade 
which led to stabilizing the country’s indebtedness and even to its decrease 
in convertible currency. For this reason, Bulgaria is largely protected from 
the changes on the Western capital market which took place at the beginning 
of the 1980s and were unfavorable to the debtors. This creates conditions 
for a painless domestic economic development. Furthermore, Bulgaria is not 
forced to accelerate its exports at any cost with a view to earning foreign 
exchange to cover its annual obligations. This also strengthens the reputa- 
tion of the country as a reliable payor. 


We noted that this result was achieved at the expense of a drastic slowdown 
in the increase of imports (in current prices). Our experience indicates 
that this is an effective means for achieving a balanced foreign trade on a 
short-term basis. This, however, could slow down the processes of updating 
and adaptation of the national production machinery. In order to avoid this 
delay we must increase the efficiency of the economy which, particularly in 
the case of small countries, involves imports. 


This assumption is related, above all, to the volume and dynamics of the 
import of machines and equipment for industrial purposes, as well as the 
share of their participation in the national investment process. 


The data indicate that the greatest slowdown in our country was in the pace 
of increased imports in the commodity section of “machines, equipment and 
transport facilities.” The correlation between its pace and that of in- 
creased imports as a whole shows a reduction in their percentage of our 
overall imports. A similar and even more strongly manifested trend has been 
noted in Romania's trade, whereas Czechoslovakia, the GDR, and Hungary have 
maintained their pace of increased imports of machines and equipment on a 
level approximately equal to their averaged overall imports. 


During the second half of the 1970s, in connection with a general decline in 
the pace of economic growth, investment activities in the socialist countries 
weakened. There has been a greater slowdown in the growth of imports of 
machines and equipment in our country compared to capital investments. This 
has reduced the share of imported equipment in capital investments. This 
decline was particularly drastic in 1979 and i980. / During those years an 
absolute reduction of the volume in terms of value (based on domestic current 
prices) of imported machines and equipment was registered. 


In turn, machine-building output exports developed at an above-average pace. 
Their volume was substantially affected by imports of machines and equipment 
because of their high relative share in overall exports. The 1975-1980 
period, however, was characterized by a substantial drop in the pace of in- 
creased exports of machines and equipment compared with the preceding 5 years. 


Machine-bullding exports in the remaining countries increased at a roughly 
average pace. Compared with the first half of the 1970s, between 1975 and 
1980 exports slowed down in the GDR and Romania, while they accelerated in 
Czechoslovaria and Hungary. The acceleration achieved by Hungary was 
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Table 4--Average Annual Export and Import Rates 
by Commodity Section* (in Z) 
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* Computation based on the “Statistical Yearbook of CEMA- 


Member Countries, 
1981,” 1981, Moscow, pp 333-334, 337-342; 1976, pp 339- 


340, 343-348. 
Commodity sections: 


I. Machines, equipment and transport facilities; 
Il. Fuel, mineral raw materials and metals; 
Ill. Raw materials and products of their 

materials for the production of come 
IV. Industrial consumer goods; 


v. Chemicals, fertilizers, construction materials, etc. 





processing (noncomestible), raw 
stible goods, and comestible goods; 
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insignificant. This country, whose exports increased the fastest in recent 
years, did not rely on machine-building in achieving this result. 


This comparison shows that in not one of the countries under consideration 
were exports of muchine-building output, although relatively “weighing” the 
heaviest, a factor in dynamizing overall exports. The situation on the 
international markets did not favor their export by the socialist countries. 


As a result of the slowdown of imports of machines and equipment and the 
relatively high growth rates of such output after 1977, Bulgaria became a net 
exporter of machine-building output. The active balance from such trade in 
labor tools compensates for some of the negative balance in trade in fuels, 
chemicals and mineral and other raw materials.? 


This leads to the idea that if we were to rely on this section in terms of 
having an overall positive trade balance the likelihood is that we may have 
to reduce machine imports rather than expect any acceleration of exports. 


Consequently, we could assume that if we allow the idea that the trend of 
equalizing the trade balance by reducing imports, including capital equip- 
ment, our foreign economic balance would be achieved at the expense of 
development prerequisites in the future. This way of balancing our foreign 
trade has a barrier behind which current problems can be resolved at the cost 
ot future possibilities of production intensification. 


During the second half of the 1970s we sharply reduced imports of agricul- 
tural raw materials and their processed products as well as industrial con- 
sumer goods. Exports of such items play an important role in our overall 
exports and in shaping our trade balance. 


The increase in exports of agricultural raw materials and foodstuffs is slow- 
ing down. Its pace is lagging considerably behind the average, which lowers 
the share of reproducible raw materials and the product of their processing 
within our overall exports. The pace reached ty our country is higher than 
that of the GDR and Czechoslovakia. The latter accelerated the pace of its 
overall exports between 1975 and 1980 also relying on the export of repro- 
ducible raw materials and the products of their processing. Its accelerated 
exports occurred mainly in this area. Countries which slowed down their 
overall export pace (GDP and Romania) showed a slowdown in this area as well. 


The comparison with Hungary and Czechoslovakia indicates that our country, 
which has developed traditions in the production and export of such commo- 
dities, was unable to increase its foreign exchange resources through such 
exports in order to increase imports. 


Exports, imports and the balance for the commodity group “Fuels, Mineral Raw 
Materials and Metals” are of considerable Interest. The comparative study of 
the data in Table 46 shows that Bulgaria stands out in terms of the most 
drastic slowdown of the rates of imports in this area, accompanied by the 
most drastic acceleration of the pace of its exports, which reached their 
highest level. Although substantially slowed down, the average annual rates 
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of imports of fuels and sineral raw materials exceed those of Czechoslovakia 
and the GDR and are higher than our average. This results in a relative and 
absolute increase in import expenditures which exceeded outlays for imports 
of productive equipment in 1979 and 1980. 


The drastic increase in exports and the relatively slower growth ot imports 
in this section leads to the assumption that in recent years domestic fuel 
consumption has stabilized and even declined. Nevertheless, the negative 
balance in this commodity group has been rising with every passing year. It 
has steadily exceeded the positive balance for the raw material groups 
covering comestible and foodstuffs and industrial consumer commodities, which 
is one of the reasons tor the efforts aimed at equalizing the trade balance 
by achieving a positive balance in the “machines and equipment for production 
purposes section. 


The study of the growth rates of imports by commodity section leads to the 
conclusion that imposed restrictions in this area have reached or almost 
reached the limit beyond which current production and consumption may be 
disturbed. This has necessitated a reduction, particularly in recent years, 
in the absolute amount and share of imports of production equipment. 


The restoration of the foreign trade balance could be achieved with less 
or no reduction of increased imports providing that exports can rise faster. 


In iteelf the fact that despite the worsened conditions during the second 
half of the 1970s Bulgaria was able to preserve the dynamics and to a certain 
extent even to accelerate its exports deserves high praise. In practical 
terms, however, the coefficient of elasticity of our exports compared to the 
national income, although higher compared to the 1970-1975 period, is on the 
same level as that of Czechoslovakia and Romania but is considerably behind 
Hungary. This indicates that no special export activities were developed. 


This means that the structure, efficiency and quality of our exported goods, 
in combination with the conditions and requirements of the international 
market, have not favored the strengthening of the country’s export positions. 
This conclusion is supported by the study of the dynamics of exports by com- 
modity sections. 


The conclusion is that Bulgaria was not able fully to harness its domestic 
production in order to use all existing possibilities of accelerating its 
exports. This applies essentially to the volume of exports of agricultural 
raw materials and comestible products. 


The future opportunities for accelerating our exports will depend on the 
direction which will be assumed by the development of foreign economic condi- 
tions in the forthcoming period and the extent to which our agriculture and 
food and machine-buliding industries will be able to reorganize and adapt to 
thea. 


A condition close to a foreign trade balance, reached by the end of the 
19706, is an unquestionable success achieved by our country. The question, 





however, is the extent to which the level reached in this balance could be 
considered stable. 


The study of the data indicates that the positive balances achieved in the 
final 2 years of the period are the result, above all, of short-term distri- 
bution measures: drastically restricting the growth of imports in all areas 
and retaining the export dynamics (based on current prices) on the same 

level. It looks as though the possibilities of exerting further influence 
with these levers is nearing exhaustion. Fseductions in the import of indus- 
trial equipment are an indicator of the fact that any further delay of the 
growth or reduction of imports of raw and other materials would be impossible 
without disturbing the continuity of the reproduction process within the 
country. The relatively high dynamics of exports in current prices is taking 
place with a relative drop in the cost of Bulgarian export goods. This is 
confirmed by the severe worsening of the “trade conditions” indicator, par- 
ticularly for the 1975-1980 period.‘ 


The quantitative growth of ourexports are facing domestic and foreign limits. 


The reaching of limits of growth of imports and the relatively lower rating 
which the International market is giving to our exports confirms the insuffi- 
clent role played by quality factors in our foreign trade and, consequently, 
the fact that we have still not been able to energize the forces which would 
ensure a long-term and stable foreign trade balance--improvements in the 
production and export structure, enhancing their quality and technical stan- 
dards and achieving an overall substantial improvement in the efficiency of 
economic activities. 


Until this has been accomplished, both foreign trade imports and exports will 
have a restraining rather than stimulating impact on our economic growth. 
Economic development during the 1980s will largely depend on the extent to 
which we will be able to improve the ability of the economy to adapt to the 
conditions and requirements of the international market. 


If we continue to apply the present method for balancing our foreign trade, 
related to delaying the growth and even reducing imports of industrial equip- 
ment, we could slow down the processes of updating capacities and output and 
thus hindering activities which would increase the adaptability of the econ- 
omy and ensure a radica! solution of the problem of the foreign trade balance. 


With the exception of Hungary, the foreig: ‘ec policy followed by Bul- 
garia is tdentical to that of the remaini. ‘an CEMA members (excluding 
the USSR). The difference lies rather in the aciency and timeliness of 


its implementation. We have not only reduced the deficit but have shown a 
positive trade balance; we have not only slowed down the pace of growth but 
reached an absolute drop in our tndebtedness in convertible currency. Main- 
taining a Bulgarian positive balance of payments in its accounts with devel- 
oped and developing countries? offers the country greater opportunities of 
maneuvering under the difficult circumstances of the 1980s, possibilities 
which remain as yet unused. 











POOTNOTES 


l. From an average 50 percent share of imported machines and equipment out of 
the overall capital investments in machines and equipment for 1970-1978, the 
share dropped to 40.4 percent in 1979 and to 38.5 percent in 1980 
("Statistical Yearbook of the Bulgarian People’s Republic,” 1976, p 119; 1981, 
p 132). 


2. Although it may seem that Czechoslovakia is the exception, it reached a 
far greater acceleration in other export areas. 


3. The "Machines and Equipment for Industrial Purposes” balance for 1977 and 
1978 was, respectively, +327.9 and +391.1 million foreign currency leva, with 
a negative balance of payments; it was +696.8 and +#1,016.4 million leva in 

1979 and 1980, or higher than the positive balance of payments ("Statistical 
Yearbook of the Bulgarian People’s Republic,"1981, p 333). 


4. See St. Stoilov. “Development of the Bulgarian Economy and Problems of 
Its !ntensification,” in “Ikonomikata na Bulgariya — Problemi i Perspektivi,” 
[The Bulgarian Economy — Problems and Prospects). Bulgarian Acadeny of 
Sciences, Sofia, 1982, p 26. 


5. See “European Economic Bulletin 1982," UN, 1982, Chapter 2. 
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BULGARIA 


ECONOMIC RELATIONS ‘ITH NIGERIA OUTLINED 
Sofia VUNSHNA 1URGOVIYA in Bulgarian No 8, 1983 pp 2-5 


[Article by Spas Georgiev, deputy minister of foreign trade: “Foreign Eco- 
nomic Relations Between the Bulgarian People’s Republic and the Federal 
Republic of Nigeria’ | 


(iext] The first Bulgarian-Nigerian symposium is to be 
held on problems of the social, economic and political 
development of the Federal Pepublic of Nigeria, Sofia, 
September 1983. 


Relations with the Federal Republic of Nigeria play a particularly important 
role in the long-term strategy of development of foreign economic relations 
between Bulgaria and the developing countries, which was formulated in 1978- 
1979 with the personal participation of Comrade Todor Zhivkov, BCP Central 
Committee general secretary and State Council chairman. 


Because of its economic potential, influence on the African continent and in 
the world arena, the “African giant,” as Nigeria is frequently called, has a 
priority importance in the long-range foreign political and economic activi- 
ties of the Bulgarian People’s Republic. As Comrade Todor Zhivkov emphasized 
during the visit which Alhaji Shehw Shagari, the Nigerian president, paid to 
Hulgeria in September 1982, “we are doing and will continue to do everything 
depending on us for the development of the comprehensive mutually profitable 
cooperation with the Feo ral Republic of Nigeria and for the sake of the 
well-being of owr peoples.” 


The Federal Republic of Nigeria, located in West Africa, along the lower 
reaches of the Niger River, has a territory of 923,768 square kilometers and 
1 population of almost 190 million. From the viewpoint of its economic 
potential, Nigeria unquestionably holds first place not only in tropical 
Africa but on the entire continent. It has significant deposits of petro- 
leum, Oatural gas, coke, iron, tin, bauxite, uranium, lead, manganese and 
asbestos. It has hege tiaber cesources and undeveloped fertile land. 


heftore the disvovery of petroleum deposits and the beginning of the indus- 
trial extraction of petroleum, the Nigerian economy was based on agriculture. 
In 1960 ito agricultural and forestiy production accounted for #1 percent of 
the country's exports, compared with 5 percent for the extracting industry. 
The share of petroleum accounted for no more than 2.6 percent of overail 
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exports. No more than 10 years later--in 1970--the share of petroleum in the 
country's exports accounted for 73.6 percent. Today petroleum extraction 
plays the main role in the country's development. In recent years 94 to 95 
percent of its foreign exchange income has come from petroleum exports. In 
1979, the best year for the petroleum market, Nigeria produced 115 million 
tons. 


After the country became independent in 1960, the government carried out 

a partial or total nationalization of the branches of foreign petroleum 
monopolies. The state organized control over their activities through the 
national petroleum corporation it created. This enabled Nigeria indepen- 
dently to set its petroleum prices. Nigeria joined OPEC in 1971. Along with 
oil price increases, this created conditions for a considerable increase in 
its income from petroleum exports, from $9.5 billion in 1978 to $25.6 billion 
in 1980. 


With significant foreign exchange income at its disposal, the government 
gained the possibility of undertaking the implementation of a number of major 
projects, the reorganization of industry through the creation of new sectors 
and the modernization and expansion of its power base, transportation and 
communications. 


According to the government's economic development plans, capital investments 
in. creased from 1.5 billion nairas for 1962-1968 and 5.3 billion nairas for 
1970-1974 to 33 billion nairas in 1975-1980. 


Increased capital investments based on the influ: of “petrodollars” in the 
leading transportation and power industry sectors accelerated the country's 
overall economic development. In 10 years (1970-1981) the industrial produc- 
tion indicator reached 17.2 percent, including 285 percent in the electric 
power industry and 142 percent in the extracting industry; the chemical, 
foot, textile and car assembly industries developed at an even faster pace. 
The vuntry's transportation network is developing at an accelerated pace; 
20,000 kilometers of new roads were built in 20 years. 


The main direction of the government's economic policy is the conversion of 
Nigeria from an agrarian-raw material to an agroindustrial country. To this 
effect, during the 1970s the volume of capital investments ir the processing 
industry increased by an average annual rate of 14 percent as compared to 
#.2 percent in the other sectors. Today the country has more than 2,000 in- 
dustrial enterprises and dozens of others are under construction. The foun- 
dations have been laid of sectors such as machine building, metal processing 
and electrical engineering; a number of plants have been built for assembling 
1utomobiles, with the participation of large automotive companies such as 
British Leyland, Fiat, Peugeot, Volkswagen and Mercedes, and petroleum pro- 
essing and petrochemical industries have been created. The metallurgical 
industry is developing. Five metallurgical plants are under construction, 
with a total capacity for 3 million tons of pig iron and steel. The largest 
of them--Ajaokute (1.3 million tons) is being bullt with Soviet assistance. 


An important feature of the Nigerian economy is the extensive participation 
in it of foreign monopolies, multinational corporations above all. The 








specialists describe the relationship between the government and the national 
bourgeoisie, on the one hand, and the multinational corporations, on the 
other, as a “marriage of convenience.” Currently there are hundreds of for- 
eign companies operating in Nigeria, including 60 sultination corporations 
from all leading imperialist countries. During the 1970s, as the country's 
financial situation improved, the federal government took a number of steps 
to ensure the more efficient regulation of foreign capital activities. 
“Nigerization decrees” were passed in 1972 and 1977, sharply curtailing the 
participation of foreign capital in the economy. Nigeria has virtually no 
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totally ‘ureign-owned enterprises. 


However, the multinational corporations are able to impose their influence 
through different ways. For example, according to the “Nigerization” prin- 
ciples, enterprise stock is usually divided among a large number of small 
owners. This enables the foreign monopolies to exercise actual control over 
the mixed enterprises even when holding less than 40 percent of the stock. 
Furthermore, ihe Western monopolies hold sway over the mixed enterprises 
through the delivery of technology, credits, etc. Nonetheless, the role of 
the multinational companies should not be assessed unilaterally at the pres- 
ent stage. The objective of the Nigerian government is, while controlling 
their activities in the country, gradually to train Nigerian cadres and to 
master the production of an increasingly broad range of industrial commodi- 
ties and to Increase the Nigerian share in assembling a number of finished 
yoods currently produced by the mixed enterprises. 


The Nigeria: government allocates funds for the development of agriculture as 
well. Unlike industry, however, during the past 15 years this most important 
sector in the country has been stagnating. Agricultural production has been 
increasing by no more than 0.5 percent annually. 


Under these conditions, the Shehu Shagari government drafted a “green revo- 
lution” program. Its purpose is to resolve the food problem by 1990 by in- 
creasing domestic production. The “green revolution” calls for capital 
investment of 4.5 billion nalras, extensive state support to the peasants, 
and the creation of large plantations with the participation of foreign 
companies. 


Despite the considerable successes achieved in economic development, the 
Nigerian economy remains strongly dependent on petroleum exports and, there- 
fore, the fluctuations and disturbances on the petroleum market. Suffice it 
to polat out that currently 90 percent of the foreign exchange income comes 
from petroleum. Any worsening of the situation is irmediately reflected on 
the country’s overall economic development. This was felt particularly 
etrongly starting with the beginning of 1981, when demand for petroleum began 
to drop on the international market. The pressure on OPEC to lower prices 
increased. At its 14 March meeting in London, for the first time in 20 years 
OPEC was torced to lower base petroleum prices from $34 to $29 and set a 
celling for the overall datly output of 17.5 million barrels. Nigeria was 
assigned a quota of 1.3 million barrels dally. 


The difficulties on the petroleum market are having an extremely adverse 
impact on Nigeria's financial and economic situation. Suffice it to point 











out that a drop in petroleum prices by $1 means for a country such as Nigeria 
a loss of $450 million annually. 


Under these circumstances the government has been taking energetic measures 
to improve the country's financial position. As early as April 1982 a Pro- 
visional Law on Economic Stabilization of the country was passed, which 
imposed substantial import restrictions and earmarked a number of steps aimed 
at lowering the dependence of the Nigerian economy on petroleum exports. 
Unquestionably, the country has tremendous resources and a potential which 
offers opportunities for surmounting the temporary difficulties caused by the 
profound economic recession affecting the capitalist world, the stagnation in 
international trade and difficulties on the petroleum market. 


The economic relations between Bulgaria and Nigeria have a relatively short 
but dynamic history. In less than 10 years Bulgaria was able to gain a good 
position among Nigeria's trading partners, positions which create prerequi- 
sites for extensive future economic activities. A positive assessment of the 
condition of trade and economic relations between the two countries and the 
need for their further expansion and intensification was emphasized during 
President Shehu Shagari’s 1982 visit to Bulgaria. The joint communique 
indicates the reciprocal desire for cooperation in priority areas of the 
Nigerian economy, such as agriculture, the development of the rural areas, 
education and the implementation of a variety of projects. 


As Nigerian President Shehu Shagari emphasized in his speech, “the excellent 
relations between Nigeria and Bulgaria were manifested in specific accomp- 
lishments in the area of economic cooperation which we would like to acceler- 
ate in a variety of flelds such as agriculture, water resources, irrigation, 
industry, planning and development of the transportation infrastructure, 
scientific and technical cooperation and trade and finance.” 


Foreign trade is an important and dynamically developing area of cooperation 
between the two countries. In less than 10 years its volume reached 45,308,000 
foreign exchange leva in 1982. 


Bulgarian-Nigerian Trade 


(thousand foreign exchange leva) 


1974 1975 1976 1977 1978 
42,923 44,098 28,791 32,676 33,691 

1979 1980 1981 1982 1983 Plan 
18, 580 23,285 26,613 45,308 84,530 


The principal commodities exported by Bulgaria to Nigeria are lifting 
machinery, agricultural machinery, batteries, frozen fish, tomato paste, 





pharmaceuticals, cement and others. Possibilities exist for exporting some 
other commodities and increasing sales of machine-building, electronic and 
electrical engineering output, chemicals and light and food industry pro- 
ducts. 


Bulgaria offers favorable customs conditions for importing from Nigeria a 
number of commodities produced by its rapidly developing industry. The two 
countries are directing their reciprocal trade toward long-term contracts and 
agreements, which creates good prerequisites for its balanced and dynamic 
development. Steps are taken to extend trade contacts between the partners. 
To this effect relations between the Bulgarian Chamber of Commerce and Indus- 
try and the Nigerian Chamber of Trade, Industry, Mines and Agriculture will 
be expanded and made more varied, thus developing the participation of conm- 
panies from both countries in the traditional and prestigious fairs held in 
Lagos and Plovdiv. Information activities will be increased, thus providing 
better knowledge of the commercial possibilities of both countries. 


Production-technical cooperation on a variety of fields has been developing 
with increasing success in recent years. 


With the help of Bulgarian design and construction organizations dozens of 
projects have been completed in Nigeria, including the national theater, 
which is the pride of Lagos, the capital, the electrification of settlements 
in the state of Kano, a sports complex in llorin, the Hippodrome and markets 
in Kaduna and others, totaling more than $116 million. Currently projects 
worth more than $93 million are nearing completion, such as the international 
hotel and roads in Bauchi, and the electrification of 37 settlements in Kano, 
which are of great importance in Nigeria's economic and social life. 


The Nigerian government has drafted a broad program for the accelerated 
development of agriculture, industry, metallurgy, petroleum, power industry, 
housing construction and the infrastructure. “In these important areas, as 
in other Nigerian sectors,” President Shehu Shagari emphasized,“close cooper- 
ation and aid are needed,” which could be provided by Bulgarian experience. 


Nigeria is interested in establishing closer cooperation with Bulgarian or- 
ganizations in mining and, particularly, in conducting geophysical surveys 
from the air, the study and exploitation of lead and nickel deposits and 
deposits of radioactive minerals, developing tin mines in granite areas, and 
thers. 


The development and full utilization of its rich water resources are of great 
importance to Nigeria. Bearing in mind the experience of our specialists, 
Nigeria is interested in hiring spectalists from Bulgaria (designers and 
scltentifiec workers) for the Water Resources Institute In Kaduna. Great op- 
portunities for cooperation based on Bulgarian experience exists in the areas 
of drilling and bullding of pumping stations, dams and irrigation systems. 


Bulgaria is giving Nigeria considerable assistance in its efforts to achieve 
rapid industrialization through the bullding of modern industrial enterprises. 
For example, 4 starch production plant is being built in Kaduna with Bulgarian 
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assistance and a network of service workshops and centers for the repair and 
maintenance of transportation and agricultural machinery in the states of 
Bauchi and Kaduna. 


Extensive possibilities exist of expanding production cooperation in a number 
of sectors through the creation of mixed companies, consistent with the eco- 
nomic “Nigerization™ policy. 


Currently two mixed commercial companies are operating in Nigeria: Globfish, 
for the sale of fish and fish products, and Afrocommerce, for the sale of 
Bulgarian machine-building output and other commodities. Seven mixed Bul- 
garian-Nigerian companies were set up in 1980-1981, in the areas of road 
construction, designing of transportation projects, navigation, fishing, and 
trade in and processing of marble and aerogeodesic studies. 


At the last session of the Mixed Commission for Economic and Scientific and 
Technical Cooperation the two countries agreed to encourage the development 
of industrial projects based on mixed companies for electrical engineering 
equipment, such as electric motors, transformers, low and high-tension equip- 
ment, mechanical installations, construction materials, surgical, dental and 
clinical materials, pharmaceuticals and others. 


Nigeria has shown an interest in cooperating with Bulgarian organizations in 
building projects in industrial sectors of priority importance such as the 
food industry, production of construction materials, the pharmaceutical and 
chemical industries, the production of electronic and telecommunication 
equipment, household equipment and furnishings, and hotel management and 
tourism. 


Nigeria is familiar with and recognizes the experiences of the Bulgarian 
architects and designers in designing and building hotels, roads, airports, 
stadiums, sports premises, administrative buildings and markets, hospitals, 
clinics and medical schools. This experience will be used increasingly in 
the implementation of the broad construction program of the Nigerian govern- 
ment. 


There is the possibility that in the near future the building of Abuja, the 
new federal capital, will become the main field of cooperation. Bulgarian 
engineering organizations have taken leading positions in a number of bids, 
which leads us to expect that some of the transportation infrastructure, 
housing construction and landscaping will be carried in close cooperation 
with Bulgarian engineering organizations. ‘We highly value your great in- 
terest in the development of our new capital, where currently your special- 
ists are working shoulder-to-shoulder with our citizens,” said Nigerian 
President Shehu Shagari during his 1982 visit to Bulgaria. ‘I see this as 
the beginning of a long process of cooperation.” 


Cooperation in the scientific and technical area as well has been developing 
with increasing success in recent years. 


Based on the plan for scientific and cultural exchange, which calls for the 
training of Nigerian national cadres with higher and secondary specialized 
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education, with facilities provided by the BCP Central Committee, the Kom- 
somol Central Committee and some public organizations, currently some 820 
Nigerian secondary-school, university, graduate and postgraduate students are 
attending Bulgarian schoois. All in all, more than 450 Nigerian citizens 
have completed their education in our country so far. 


Many of the Bulgarian alumni have become known specialists and scientific 
workers and hold responsible positions. More than 50 Bulgarian specialists, 
who enjoy a very good reputation, are at work in Nigeria. 

A new feature in Bulgarian-Nigerian cooperation in education is the sugges- 
tion made by Nigeria of concluding bilateral contracts between Nigerian 
universities and Bulgarian VUZs for joint work on scientific problems, 
exchange of lecturers and postgraduate students, and so on. 


The results achieved in Bulgarian-Nigerian cooperation are a good example of 
the constructive approach taken by our two countries to problems of inter- 
national relations. It can be said that in less than a single decade a solid 
foundation has been laid for the development of increasingly broad and com- 
prehensive relations between Bulgaria and Nigeria. This is contributed by 
foreign trade and engineering organizations which are concentrating their 
activities on the Nigerian market and, particularly, the Joint Mission of the 
Bulgarian People's Republic in Lagos, the activities of which are contribut- 
ing an exceptional amount to the establishment of ever-closer contacts with 
Nigerian business circles. As Comrade Todor Zhivkov emphasized during the 
visit of Nigerian President Alhaji Shehu Shagari in our country in September 
1952, “we are doing and will continue to do everything we can for the devel- 
opment of comprehensive, mutually profitable cooperation with the Federal 
Republic of Nigeria for the sake of the well-being of our nations.” Comrade 
Zhivkoyv pointed out that the real foundation for the expansion and intensi- 
ficaticn of relations is the dynamic development of our two countries and the 
closeness of the views they hold on the main problems of the modern world. 


5093 
CSO: 2200/15 


35 














FOREIGN TRADE SEEN AS WAY TO RESOLVE ENERGY PROBLEM 


Sofia VUNSHNA TURGOVIYA in Bulgarian No 8, 1983 pp 6-9 


[Article by Ivan Dunov, candidate of economic sciences: “Foreign Trade as a 
Factor for Resolving the Fuel-Energy Problem” ]} 


[Text] Fuel-energy resources play a limiting role in terms of the volume, 
dynamics and structure of public production. This law was analyzed by 

K. Marx himself, who pointed out that “once factory work has reached a 
certain level of dissemination and maturity, and particularly when its own 
technical foundation--the machine--is itself already produced with the help 
of machines and after coal and iron extraction has been revolutionized along 
with the processing of metals and transportation, generally speaking, once 
general production conditions have been created consistent with large-scale 
industry, this means of production acquires a type of elasticity, a sudden 
quantum expansion, the limitations of which reside only in the raw material 
and market capacity.”! 


This Marxian stipulation becomes particularly relevant and practically sig- 
nificant under contemporary conditions, essentially for the 1973-1974 period 
which followed the outbreak of the energy crisis. The aggravation of the 
fuel-energy problem on a global scale forced individual countries and gov- 
ernments (including countries rich in fuel-energy resources) radically to 
reassess their policies in the field of energy and to undertake the devel- 
opment of long-range programs for its successful solution. This applies to 
the members of the socialist commonwealth as well, including Bulgaria. 


The BCP Central Committee accountability reports to the 12th BCP Congress 
points out that “one of the gravest global problens, which is a No 1 problem 
for our country as well, directly related to the intensification of the 
national economy, is securing the national economy with energy and raw 
material resources and their most efficient utilization.”2 


The efforts of the world at large and of individual areas and countries to 
resolve the fucl-energy problem have concentrated along several basic direc- 
tions as follows: 


--Intensification of energy production and fuller utilization of existing and 
newly discovered energy resources; 


--Development and industrial utilization of new alternative energy sources; 


--Energy conservation; 


--Efficient utilization of the possibilities offered in this respect by the 
international division of labor, foreign trade in particular. 


The solution of the fuel-energy probles, naturally, has its own specifics 
under capitalist and socialist conditions, based above all on the radically 
different nature of ownership. Neglect of such specifics could lead to 
erroneous theoretical conclusions and practical methods aimed at resolving 
it successfully.? 


This article will study only one of the f...tors involved in resolving the 
fuel-energy problem, i.e., foreign trade. Naturally, such a separate con- 
sideration of factors is arbitrary and serves mainly the purposes of economic 
analysis, for the solution of the fuel-energy problem is determined, in the 
final account, by the overall effect of all the previously enumerated fac- 
tors. What matters in this case is expressly to point out that foreign 

trade is considered precisely as a factor in resolving the fuel-energy prob- 
lem on a broader level, rather than as an analysis of its volume, dynamics 
and structure of energy resources. 


The uneven distribution of fuel-energy resources creates a disparity between 
the level of energy extraction and energy consumption in the individual areas 
and countries as clearly shown in Table 1. 


Table i--Position of the Individual Regions and Countries 
in the Global Production and Consumption of Primary Energy* 








(in Z) 
Production Consumption 
ae _ 1960 1970 1980 1960 1970 1980 
Developed capitalist 
countries 50 43 % 62 64 56 
EEC ll 7 6.6 17 17 14 
United States 33 30 22 37 33 28 
Developing countries 19 29 30 7 8 12 
Socialist countries 31 28 33 31 28 32 
USSR 16 17 21 15 15 17 
Bulgaria 0.2 0.2 0.2 0.3 0.5 0.6 


* Prime energy = prime energy resources + electric power. 
Author's computations based on “World Energy Supplies 1950-1974," United 
Nations, New York, 1976; “Yearbook of World Energy Statistics 1980,” United 
Nations, New York, 1982. 


Thus, for example, in 1980% the area of the developed capitalist countries as 
a whole accounted for no more than 36 percent.of the world’s energy produc- 
tion, whereas its share in global energy consumption was 56 percent. Between 
1969 and 1980 a trend toward a decline in the share of the developed capital- 
ist countries in global energy production and energy consumption was noted. 
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In 1980 their share in global energy production was 14 percent lower (from 

59 percent to 36 percent) compared with 1960, while their share in global 
energy consumption declined by 6 percent (from 62 to 56 percent). The share 
of the developing and the socialist countries, however, increased. The share 
of the developing countries in global energy production increased fros 19 per- 
cent in 1960 to 30 percent in 1980 and in global energy consumption from 7 to 
12 percent. A similar trend was noted in the area of the socialist countries, 
whose share in world energy production rose from 31 percent in 1960 to 33 per- 
cent in 1980 while their energy consumption increased from 31 to 32 percent. 
All of this is an objective base for the increased volume and dynazics of 
international trade in energy resources. This trend is clearly indicated in 


Table 2. 
Table 2--Volume and Dynamics of International Trade 
in Prime Energy Resources for 1960-1980 (in physical terms) 
Increased volume in Average annual 
absolute figures growth rate 
World total 3.5 Factor 6.5% 
Developed capitalist 
countries 

Exports 3.6 ~ 6.62 

Imports 3.5 =” 6.5% 
Developing countries 

Exports 3.2 =" 62 

Imports 2.86 ~ 5.3% 
Socialist countries 

Exports 4.6 ~ 7.95% 

Imports 6.0 ~ 9.42% 
USSR 

Exports 5.3 * 8.7% 

Imports 2.3 ”~ 4.252 
Bulgaria 

Exports “2.3 ”~ -~4.27% 

Imports 21 . 16.452 


Author's computations based on “World Energy Supplies 1950-1974," UN, New 
York, 1976; “Yearbook World Energy Statistics, 1980,” UN, New York, 1982. 


Both throughout the world and in its individual areas international trade in 
prime energy resources has increased manyfold. What is characteristic in 
this case is that whereas in the case of the developed capitalist countries 
exports and imports increased at an approximately similar rate, in the case 
of the developing countries exports considerably outstripped imports. This 
group of countries is the largest exporter of energy resources on a global 
scale (in absolute terms). In the area of the socialist countries iaports 
increased at a higher pace, based on the fact that most of them are poor in 
domestic energy resources. This trend is manifested with particular clarity 
in our country, where exports have declined by sore than one-half while 
imports increased substantially. This sharply raises the question of the 
high level of dependence of Bulgaria on imported prime energy resources. 
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An even clearer idea of the volume and dynamics of international trade in 
prime energy resources is obtained from their value seasurement. Thus, for 
example, if we take the year 1975 as 100, the global foreign trade indicator 
will be as follows: 1970, 20; 1973, 33; 1974, 90; 1976, 106; 1977, 114; 1978, 
118; 1979, 198; and 1980, 247.5 


In other words, compared with 1960, the 1980 index was higher by a factor of 
i2. This substantial increase was caused by the sharp increase of the inter- 
national prices for energy resources, mainly petroleum. The dynamics of 

petroleum prices charged by the sain producing countries can be clearly seen 





in Table 3}. 
Ta.:e 3--Petroleum Prices for the 1971-1981 Period 
(in dollars per barrel) 
ee + 22 1976 1977 1978 1979 1980 1981 
|. Saudi Arabia 2.18 11.51 12.09 12.09 13.34 26 32 
2. Organization 
of African 
Unity 2.24 11.92 12.50 12.50 14.10 29.56 %.56 
3%. Iran 2.17 12.50 12.81 12.81 13.45 30 37 
4. Iraq 2.16 11.43 12.67 12.60 13.29 27.96 35.96 
5. Kuwait 2.09 11.30 12.37 12.27 12.83 27.50 35.50 
4. Nigeria 3.21 13.10 14.31 14.31 14.81 29.97 40.02 
/. Norway -- -- 14.25 14.25 15.85 34.50 40 
&. Great Britain -- 12.45 14.05 14.05 15.50 33.75 39.25 
9. Mexico -- -- -- -- -- 33.50 38.50 
19. Venezuela 2.02 11.12 12.72 12.70 13.36 25.20 32.86 


Data from “Yearbook of World Energy Statistics 1980," UN, New York, 1982, 
pp 8546-8655. 


For the 1971-1961 period petroleum prices increased (average prices charged 
by exporting countries listed in the table) by a factor of about 16. 


During the past 2 years (1982-1983) a certain trend of price stabilization 
and even lowering of petroleum prices may be noted. As agreed by the OPEC 
members, as of March 1983 the price was $29 per barrel (average minimal 
price).6 Let us point out, however, without dwelling on the factors which 
determined this trend in the dynamics of petroleum prices/ that according to 
the most authoritative specialists in this area a further decline of petro- 
leum prices or of the other energy resources to the 1971 level is virtually 
impossible. The general consensus is that although mankind is not threatened 
by ‘energy hunger” even in the remote future, the time of cheap energy, when 
the headlong growth of energy consumption was covered through relatively in- 
expensive (noncapital-intensive and virtually convenient to all consumers) 
petroleum and natural gas, has come to an end. Increased requirements will 
have to be met through the development of resources which are less accessible 
and more capital-intensive both in the case of petroleum (the deep and polar 
shell, heavy ofl and bituminous sands) and gas (remote areas, great depths, 





areas with anomalous pressure, and so on), as well as the highly capital- 
intensive nuclear energy .® 


In this connection, 0. T. Bogomolov writes that “the intensification of 
economic integration in the 1980s and 1990s involves the solution of several 
new probleas. Above all, the need to amend the current concept of the divi- 
sion of labor was manifested, related above all to the fact that possibili- 
ties for further increases in exports of some types of fuel and raw materials 
from the USSR are limited. This is a reflection of a conversion to the de- 
velopment of more remote and less effective deposits and, consequently, the 
need to increase capital investments, transportation costs, and so on. "9 


However, the study of the volume and dynamics of international trade in prime 
energy resources is insufficient in itself to clarify the role and signifi- 
cance of foreign trade in resolving the fuel-energy problem. In this case 
the extent of import dependence of the various areas and countries on prime 
energy resources is of decisive significance. This is relatively the most 
precise indicator in characterizing the importance of foreign trade in meet- 
ing the energy requirements of the individual areas and countries. 


Table & gives a clear idea of the import dependence of che individual areas 
and some countries. 


Table 4--Share of Net Imports* in the Visible 
Consumption**® of Prime Energy 


(in 2) 

1960 1970 1980 
Developed capitalist countries 19 32 34 
western Lurope 3% 63 54 
EEC 32 61 54 
United States 6 9 17 
Japan 48 86 91 
FRG 9 48 57 
Austria 35 57 73 
Switzerland 78 82 77 
Developing countries None***® None None 
Socialist countries None None None 
USSR None None None 
Cor 12 22 34 
Czechoslovakia 3 20 36 
Hungary 20 33 68 
Bulgaria 14 50 68 


e Net imports = imports - exports 
ee Visible consumption = production + igports - exports 
**° None indicates no import dependence 


Author's computations based on “World Energy Supplies 1950-1974," UN, New 
York, 19746; Yearbook of World Energy Statistics 1980," UN, New York, 1981. 


The study of the data in Table & indicates that as a whole the region of 
the developed capitalist countries has been steadily increasing its import 
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dependence on prime energy for the 1960-1980 period; in regional groups such 
as Western European countries and EEC members the coefficient of import depen- 
dence exceeds 50 percent. This trend is even clearer in the case of individ- 
ual capitalist countries such as Japan, Switzerland, Austria and the FRC. 


A characteristic feature of the region of the developing countries as a whole 
is that it has its own fuel-energy resources and is their largest exporter on 
the international market. Naturally, this does not apply to all individual 
developing countries. 


The socialist countries as a whole also have their own energy resources and 
export a substantial share on the international market. Most of these energy 
resources are in the USSR, which is their main svpplier to the CEMA-member 
countries. Most CEMA members have insufficient amounts of domestic energy 
resources and are forced to import the necessary amounts from the inter- 
national market, mainly the USSR. Thus, for example, the coefficient of 
import dependence for energy resources ranges from 34 and 36 percent for the 
GDR and Czechoslovakia to 68 percent for Hungary and Bulgaria. This creates 
a number of grave problems facing these countries, Bulgaria in particular. 
It was no accident that the BCP Central Committee accountability reports to 
the l2th Congress noted that “the main feature in the area of imports is to 
pursue a line of maximal conservation and expediency in ensuring the country 
with the necessary fuels and raw and other materials....~ 


The use of foreign trade as a powerful factor in resolving the fuel-energy 
problem in our country presumes the solution of the following sore important 
groups of problems. 


First, the production of highly effective export equivalents to cover the 
necessary energy resource imports. This problem assumes vital importance to 
our country bearing in the mind the high level of import dependence on prime 
energy and its high international cost. Its unsatisfactory resolution would 
trigger serious disturbances in the balance of trade and payments. 


Second, increasing the production of anti-import commodities or, in other 
words, intensifying domestic energy production, optimally restructuring the 
fuel-energy balance and tovolving in industrial circulation domestic new 
alternative energy sources. The development of the domestic nuclear power 
industry is currently and will be of decisive importance for the foreseeable 
future in this respect. The share of nuclear electric power plants in the 
country’s overall energy balance will increase from 5 percent in 1980 to 

17 percent in 1990. This will enable us to increase the share of local 
energy resources from 27 percent in 1978 to 35 percent in 1985 and 45 percent 
in 1990.'O This will represent a decisive step in reducing the extent of 
import dependence on prime energy. 


Third, the use of foreign trade as a means for procuring the latest achieve- 
ments of scientific and technical progress and their accelerated use in 
energy production and consumption and public production as a whole. This is 
one of the basic prerequisites in reducing the energy intensiveness in public 
production. The experience of the highly developed countries indicates that 


61 














energy conservation is one of the main directions in the global solution of 
the fuel-energy probles. 


The radical solution of the fuel-energy problem on a global, regional and 
national scale will demand in the future the unification of the efforts of 
the individual countries. This particularly applies to the mseabers of the 
socialist commonwealth and, in particular, the CEMA-member countries, which 
developed a new type of international economic relations based on fuli 
equality, fraternal mutual aid and mutual benefit. Im the course of the 
intensification of socialist economic integration in the field of energy, 
however, the role and significance of foreign trade will not decline; for- 
eign trade will become an increasingly important factor in optimizing the 
fuel-energy balance of CEMA-member countries as a whole and in providing the 
most efficient solution to the fuel-energy problem of the individual coun- 
tries and the region. 


FOOTNOTES 
1. K. Marx, “Das Kapital,” Vol 1, Sofia, 1968, pp 460-461. 


2. “Dvanadeseti Kongres na BKP. Dokladi i Resheniya” [Twelfth Congress of 
the BCP. Reports and Resolutions], Sofia, 1981, p 21. 


3. For greater detail on the energy crisis and its causal factors see 
“Energeticheskiy Krizis v Kapitalisticheskom Mire” [Energy Crisis in the 
Capitalist World], Moscow, 1975, Part I, Ye. M. Primakov, editor. 


4. The computations are for the 1960-1980 period, for in accordance with the 
respective UN statistical yearbooks on world energy production, consump- 
tion and trade in energy resources, 1981 and 1982 data have not come out 
as yet. However, the author firmly believes that the period mentioned 
(1960-1980) is entirely sufficient for purposes of determining the main 
trends in this respect. 


5. Data from the “Yearbook of World Energy Statistics 1980," New York, 1982, 
p 1,206. 


6. RABOTNICHESKO DELO, No 74, 15 March 1983. 

7. For more detail on the factors which determine the present trends in the 
dynamics of petroleum prices see the article “Trends and Prospects on the 
Petroleum Market, VUNSHNA TURGOVIYA, No 2, 1983. 

&. Edited by Yu. Starshinov, “Mirovaya Energetika: Prognoz Razvitiya do 
2020 Goda’ [World Power Industry: Development Forecast Through the Year 
2020), Moscow, 1980, p il. 


9. Bogomolov, 0. T., “CEMA: Economic Strategy for the 1960s," KOMMUNIST, 
No 7, 1983, p 75. 


10. EKONOMICHESKOYE SOTRUDNICHESTVO STRAN-CHLENOV SEV, No 5, 1980, p 23. 
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CZECHOSLOVAKIA 


TRADE UNION COUNCIL DISCUSSES 1984 PLAN PREPARATIONS 
Prague RUDE PRAVO in Czech 15 Oct 83 pp i, 2 


[Text] A joint session of the Presidium of the CSSR 
Government and the Secretariat of the Central Council of 
Trade Unions [URO] took place in Prague. The proceedings 
were directed by URO Chairman Karel Hoffman and Chairman 
of the Federal Government Lubomir Strougal, as is stated 
in the communique adopted at the session's conclusion. 


Introductory proceedings consisted of a review of the implementation of 
resolutions adopted by joint sessions of 6 April and 19 May 19862. It was 
stated in consensus that a sajority of tasks had been essentially completed, 
while others are dealt with om a continuing basis. With regard to the state 
of health services in Prague, cognizance was taken of the information that 
the situation will soon be dealt with by the CSR Government. Both organiza- 
tions shall comprehensively deal with environmental problems in 1984. 


The joint session devoted its attention to basic problems of development of 
the economy in the current year and preparation of the plan for 1984. The 
Presidium of the Federal Government and URO Secretariat assessed the findings 
made in dealing with and implementing the plan for the development of the 
national economy in the current year in the context of resolutions reached by 
the Presidium of the CPCZ Central Committee on 19 August 1983 and preparation 
of the plan for 1984. In this context they decided to undertake by the end of 
November in individual branches and sectors a review of whether and to what 
extent there occurred any overestimation in plan proposals by economic pro- 
duction unite that became incorporated into plans of intraplant units and work 
teams, in the interest of creating the requisite factual and chronological 
conditions for a more effective orientation of the initiative of the working 
public and toward meeting the planned quotas and collective agreements. 


After familiarization with the Plan of ROH [Revolutionary Trade Union Movement] 
Activities for 1984, the Presidium of the CSSR GCovernment called upon all 
ministry heads and all leading personnel of the central authorities to provide 
aid in its implementation, particularly in the economic and social areas. 


The Presidiua of the Federal Government and URO Secretariat expressed their 
appreciation for the activities of expeditor teams and their significant role 
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in the development of the movement of inventors and improvement promoters. 

At the same time, in keeping with the resolutions of the Eighth Plenum of the 
CPCZ Central Committee regarding accelerated application of research and 
development findings in practice, they emphasized the necessity for adopting 
effective measures toward continued development of this sovement and toward 
intensifying the activities of KRB [expeditor teams]. It was decided to work 
out a proposal of the positions of the CSSR Government and of UPO +. a uniform 
system for organization, evaluation and remuneration of KRB, to include those 
that comprise the personnel of several organizations, and to stage by the end 
of 1983 a joint working meeting of KRB from key production sectors, research 
and development facilities and engineering and design planning organizations 
to share experiences gathered in their activities. It was further agreed to 
organize in the first quarter of next year a meeting of heroes of socialist 
labor with representatives of the CSSR Government and URO. 


In the interest of an equitable implementation of goal-oriented state programs 
for savings of fuel, energy and metals, the CSSR Government and URO Secretar- 
iat agreed to retain the concept of exceeding the prescribed savings of fuel, 
energy and metals by 0.5 percent as one of the basic orientations for the 
development of the initiative of the working public, in keeping with the 
appeal sade by the 10th All-Trade Union Congress. Heads of the relevant 
ministries were called upon to work out in cooperation with URO a proposal 

for special awards for teams and individuals who by their effort and initia- 
tive make a significant contribution to exceeding the prescribed savings of 
fuel, energy and metals. 


The Presidium of CSSR Government and URO Secretariat took cognizance of the 
fact that the Ministry of Labor and Social Affairs will prepare, as part of 

the plan proposal tor 1984, measures toward creating more demanding conditions 
in the system of regulating wage funds and submit it to URO for consideration. 
They reminded the heads of ministries controlling key production and economic 
sectors of the necessity for systematically meeting the tasks of the first 
stage of improving the economic effectiveness of the wage system. They further 
expressed their support for verification of the brigade-type of labor organ- 
ization and remuneration and adopted measures toward assessing the results 
obtained in the first half of 1984. 


The agenda of the working meeting between the Presidium of CSSR Government 
and the URO Secretariat further included a set of problems relating to 
additional improvements in workers’ welfare. After a discussion of the 
situation and developments on the domestic market, it was sta’ed that the 
situation became stabilized in the current year and that an improvement was 
registered in providing supplies for the populace. It was emphasized at the 
same time that there still persist many problems and shortcomings which 
require that state, economic and trade union organs and organizations devote 
ontinuous attention to surveying the consumer demand for goods in lower price 
categories, to analyses of the state of goods inventories in the distribution 
network, and that they support the initative of the working public toward 
increasing production of goods that are in short supply on the domestic 
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The federal government and URO appointed a joint committee which will assess 
the basic problems in production and distribution of personal protective aids 
for workers, prepare a proposal of basic measures toward continuing improve- 
ment of the situation, particularly with regard to the quality of protective 
aids, and evaluate the feasibility of modifications of valid regulations 
pertinent to the management of these aids. Both organs aiso dealt with the 
problems attendant to fatal injuries and approved measures for systematic 
compliance with the relevant resolutions of the CSSR Government. 


Specific resolutions were also adopted for dealing with social, housing, 
cultural and boarding problems at construction sites of nuclear power plants 
and other large construction projects. 


To assure compliance with the ban on employing women in operations calling 
for manual lifting and transfer of loads in excess of admissible weight, the 
relevant organs were called upon to work out by 31 March 1984 specific 
operational scheduies for the gradual elimination of work requiring women to 
handle loads in excess of permissible weight with the objective of doing away 
with any exemptions in the shortest time possible. 


In dealing with some topical yroblems of health insurance and income security 
the URO Secretariat acknowledged with satisfaction the decision of the CSSR 
Government regarding the unification of rates in sickness benefits and support 
in caring for family members at 70 percent for the first 3 days and at 90 
percent of net dally wages for subsequent days without regard to the length 

of time worked, all of which meets the proposals advanced by trade union 
Trans. 


At the conclusion of the meeting it was agreed that the next joint session of 
the Presidium of CSSR Government and the Secretariat of URO would take place 
in the first half of 1984, 
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SET OF MEASURES EFFECTS ON AGRICULTURE EVALUATED 
Prague HOSPODARSKE NOVINY in Slovak 30 Sep 83 p 4 


[Article by Jan Tomasik, CPCZ Central Committee employee: “Adjusting 
Economic Mechanisms; How the Planned Management System Is Functioning 
in Agriculture”) 


[Text] Party and state organs are devoting systematic 
attention to issues of the improvement of management 
mechanisms. Recently the CSSR Government and the 

CPCZ Central Committee Presidium discussed the fulfill- 
ment of the Set of Measures for Improving the Planned 
Management of the National Economy, while simultaneously 
evaluating the impact and effectiveness of the improved 
system of planned management for agriculture, including 
proposals for its further improvement and intensification, 
particularly in the area of economic mechanisms. 


Only a relatively short time has elapsed since the Fourth Plenum of the 
CPCZ Central Committee in October 1981, which concerned itself in great 
detail with questions of an improved planned management system and 
approved the principles for its implementation as of 1 January 1982, 

so it would be premature to come to any unambiguous conclusions, The 
introduction of the Set of Measures cannot be understood as a one-time 
action. It is rather one component of long-term attempts to increase 
intensiveness and efficiency throughout the national economy and 
particularly in agriculture, since it is not possible on a day-to-day 
basis to realize wide-ranging changes in so important an area, given the 
management and overall mechanisms that exist for this. It is a matter 
of a long-term process which evolves through interaction with changes in 
internal and external conditions, and in relation to the formation of 
essential preconditions within the national economy, its institutional 
sphere and in the economic base, 


Primarily Positive Results 


The CPCZ Central Committee Presidium unanimously stated that the results 
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achieved so far in the functioning and effectiveness of the system are for 
the most part positive. The system is contributing to improved planning, 


increased efficiency of economic mechanisms, and a strengthening of 
economic incentives, Generally speaking, its positive influence is 
evident in increased agricultural production intensity, a strengthening 

of chozraschot, and the support of objectives related to structural 
changes in accordance with the strategy of increasing our independence, 
especially by giving priority to increased plant production, strengthening 
the domestic fodder base, and concentrating on the raising of beef 

cattle. 


Positive trends are also appearing in management and in the overall 
effectiveness of agricultural production. This is evident from the 
results of last year and the performance of cooperatives and state 
farms in the first half of this year, which is better than projected 
by the plan and better than last year in practically all critical 
indicators--output, costs, profit formation, and overall resources. 
At the same time the CPCZ Central Committee Presidium emphasized that 
the achieved performance should not be overestimated, since it was 
influenced as well by weather conditions, 


Despite the predominance of positive trends, the established objectives 
of the system have not yet been assured to the full extent. Positive 
performances are being weakened by several persistent shortcomings at 
specific managerial levels in agriculture and in the overall functioning 
of the national economic complex in the sector assuring the nutritional 
needs of the people. In particular, a comprehensive approach has not 
been followed in implementing the system, and because of this one must 
evaluate in a differentiated way the results achieved to date. 


Modifications of economic mechanisms have influenced the overall meeting 

of objectives in a positive way and without great problens. Modifications 
in procurement prices, differential supplementary payments and other 

price and nonprice mechanisms and their adjustment to new conditions have 
generated improved preconditions for the planned development of specific 
sectors of agricultural production, for the support of necessary structural 
changes, and for the improved utilization of domestic resources and 
underutilized capacity. 


The implementation of these mechanioms has moderated unjustified 
differences in production profitability and between differing production 
conditions, which is attested to by the substantially lower number of 
agricultural enterprises which have exceeded their economic performance 
targets. In this year espectally the stimulative impact of these measures 
has become more clearly evident through their support of beef cattle 
raising and the management of fodder, fuel and energy resources. 


Removing Causes of Below Average Performance 


On the whole it may be said that given the constraints imposed by the 
financial resources for distribution within agriculture and the resources 
offered .com the state budget, success has been achleved in gaining more 
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balanced price relations among products and even in generating, for 
specific, critical products, suitable price incentives. It must, 
however, be emphasized, as it was when the system was introduced, that 
the basic conditions and foundation for achieving the desired profita- 
bility was and remains the attainment of at least average production 
performance, and the effective utilization of inputs and resources 
consistent with specific production conditions. Where performance is 
below average, neither higher procurement prices nor supplements can 
resolve the problem. The first step must rather be the remova’. of 

the causes of below average performance and lags, which as a rule lie 
elsewhere than in economic conditions, It must be stated emphatically 
that we will not use economic mechanisms to support mediocre and laggard 
performance. 


Further evidence of the efficiency of economic mechanisms is that we 

have successfully limited the consequences for the economy and enterprise 
profitability that stemmed from the implementation of regulatory measures 
for reducing Livestock production, which were in many instances accompanied 
by a decline in usability, as well as measyres to reduce diesel fuel 
consumption, which put restrictions on the relatively profitable shipping 
within merged production situations, as well as the consequences of 

lower grain production last year. 


State Farms Are Behind 


we can be less satisfied with the fact that we have still not been 
successful in achleving the desired increase in efficiency on state farms. 
Even given that the modified economic mechanisms assigned almost half 

of all available financial resources to the defrayment of costs on state 
farms, these farms operated at a substantially lower level of profitability-- 
> percent as opposed te the 9.8 percent of the united agricultural coopera- 
tivese This means that, in addition to economic mechanisms, in this 
situation it is necessary to resolve more effectively basic questions 

of production and its intensity, better utilize all basic factors of 
production in both agricultural and nonagricultural activities, and 

not to shrink from taking personnel measures as well. 


we have a number of state farms which have been able to utilize these 
economic modifications properly to increase production and strengthen 
economic incentives. There are also those, however, which have been 
only marking time now for many years, This is also true, however, of 
some backward and below average cooperatives where the measures of 
intensification programs are implemented only very slowly and noncon- 
prehensively. It also must be said, however, that certain problems, 
especially in border regions, have objective causes, and that we will 
deal with these. 


Shortcomings in Planning 


de cannot be satisfied with the implementation of improved planning, 
which was also influenced by the status of planning for the Seventh 








5-Year Plan. No great progress has been made in integrating the plan for 
agriculture with those of other sectors either at the central level or 
at individual management levels. Administrative approaches persist in 
the formation and allocation of plan tasks and truly greater opportunity 
has not been created for enterprise decision-making concerning the 
structure and focus of production. The managerial organs and pertinent 
organizations were not adequately prepared for the measures which were 
approved or for the new tasks, coordination has been poor, there have 
been differing interpretations and preparations, the issuing of the 
requisite guidelines took a long time, and concrete managerial and 
organizational activity has not been sophisticated enough. Suppliers, 
consumers and service organizations, where there is still a lot of 
superficiality and attitudinal formalism, approach the fulfillment of 
their targets with differing activity levels, especially when it comes 
to increasing their direct responsibility for task fulfillment and the 
development of agricultural production. Much can still be done in the 
remaining years of the Seventh 5-Year Plan, primarily in preparing to 

be able fully to meet the targets of the Fighth 5-Year Plan. 


Significant changes also have not occured in the quality of planning 
within agriculture. To be sure, the number of direct, binding indicators 
for production and procurement has been reduced, but in various indirect 
forms these obligations more or less have been retained. In many 
instances this approach has come about because agricultural enterprises 
have understood their increased decision-making authority quite 
simplistically, and have for instance reduced in their plans the area 
allotted to grains, potatoes or sugar beets while projecting unrealistic 
jields which would not assure the fulfillment of planned production. In 
many cases higher production targets have been based on higher, and 
mnrealistic, inputs generally, and investment inputs in particular, 
without regard for the true possibilities of the economy. It is not 
possible to allow concrete political-organizational and adninistrative 
work to be replaced with administrative forms, but it is also necessary 
to link decision-making authority with greater accountability for the 
assurance of social requirements. 


Moreover, effectiveness in improving planning cannot be evaluated 
solely on the basis of whether or not needs and requirements have or 


have not been met for inputs into agriculture, beginning with spare 

parts and ending with entire investment projects. By this we do not 

mean to imply that everything here is in order, or that there are not 

problems and serious shortcomings in the meeting of requirements. 

Possibilities, however, are limited, and our economy does not currently 
ive the resources to meet all of the requirements of agriculture. 

However, what managerial organs can and must assure within the context 

if impr | planning is the proper distribution and utilization of what 

is available and of what Is provided for in approved plans and contracts. 
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Wages Must Be Tied to Performance 


Measures in the area of economic incentives must be implemented actively. 
The evaluation has indicated that attention has been focused above all 

on the implementation of the so-called popular measures related to the 
restricting of wage regulation in the inclusion of workers into wage 
rate categories, and on various wage incentive programs. Less effort 

has been expended on the search for and implementation of those measures 
and changes which would link intensified economic incentives to a greater 
extent and more effectively to the work performance of production divisions, 
collectives, and individuals, to improved work organization, to more 
precise standards for time use, improved utilization of workers and 
better wage resources management. There are still many weak points here, 
the solution of which must be approached more actively. 


In this regard, the evaluation was critical of the development of bonuses 
and wages in agriculture in the first half of this year. The new system 
had done away with the regulation of average wages and bonuses, and had 
tied their volume to increased performance--wages would, in other words, 
increase in accordance with resources that are generated. In fact, here, 
too, there must be a high degree of social responsibility on the part of 
managerial employees. Even when the planned volume of wages payable 
resources has not been exceeded, and their formation and paving out has 
been based on performance, it still may be necessary to deal with a 
situation in which annual production results come into conflict with 
paid-out wages and bonuses and will not be based on performance. For 
this reason it was emphasized that wages payable resources must be 
sensibly managed so that claims on shares of economic performance do not 
increase unjustifiably, and that the greater resources that may arise 
from this policy serve as a reserve for the coverage of requirements 

in years of less favorable conditions. It would not be politically 
desirable if in the interest of desired development it would again be 
necessary to resort to the administrative regulation of wages and bonuses. 


What To Pay Attention to? 


On the basis of its evaluation of the effectiveness and implementation of 
the system, the CPCZ Central Committee Presidium emphasized that the 
attention of responsible managerial organs must be focused on the more 
consistent and comprehensive implementation of the improved management 
system so that its objectives and principles can be consistently 
implemented at all managerial levels in all agricultural enterprises. 

It is necessary to use the system more conscientiously to elininate 
persistent shortcomings in the management and mobilization of under- 
utilized internal capacities on state farms and on laggard cooperatives, 
Qualitatively, it is essential to improve the sophistication of planning 
above all of intersectoral relations, to eliminate administrative 
approaches to the formulation and assurance of plan targets. It is 
necessary consistently to implement system objectives in the area of 
supplier-customer relations, to work out more thoroughly the position 
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and function of services within the agro-food complex and their economic 
problems. In agricultural enterprises there sust be a further increase 
in the quality of internal enterprise management, an implementation 

of khozraschot management principles and a strengthening of the merit 
principle of compensation. The labor force stabilization fund nust be 
more effectively utilized to achleve a more rapid rate of production 
intensification in outlying areas and in areas with difficult living 
conditions. 


The CPCZ Central Committee Presidium has also discussed proposed 
modifications of economic mechanisms for agriculture for 1984 (which 
were published in ZEMEDELSKE NOVINY and ROLNICKE “OVINY on 21 August), 
including proposed changes in the procurement prices of agricultural 
products and certain measures in the area of economic incentives. 


wnat Led to Modifications? 


Both the resolutions of the 16th Party Congress and the Set of Measures 
have set the objective of the smooth actualization cof wholesale prices 
throughout the national economy, in conjunction vith internal and external 
conditions, so that they may perform all of their functions and actively 
influence the development and efficiency of production. As of 1 January 1984 
there will be modifications of the wholesale prices of fuel and energy 
resources, some raw materials and materials. The impact of these changes 
will be integrated into selling prices, i.e., into agricultural inputs. 
Changes primarily in the prices of diesel fuel, energy, investnent 
equipment and fodder mixtures will increase the costs of agricultural 
enterprises engaged in primary production, as currently quantified, bv 
roughly Fes 3.7 billion, of which about KFcs 3 billion will be in the area 
of material costs and KEcs 799 million in the investment area. These are 
increased costs which do not include the obligatory absorption of motor 
fuel costs in the amount of about Kcs 209 sillion. 


Compensatory payments to agriculture will simultaneously be increased by 
¥es 3.7 billion. The average price of outputs will be raised by 
the same amount asthe price of inputs. Of course, the impact on individual 
products and enterprises may be different, depending on the structure of 
production and the consumption of materials and raw materials for which 


there have been changes in the selling orice. This is the source of the 
current oreseure for greater managerial and production efficiency. 

Of these Kes 31.7 billion, some Fes 3 billion will be used to increase 
procurement prices, pr ipplenents, and differential payments, and 
yone Kos 709 million will be used to strengthen nonprice mechanisms, in 
particular the labor force stabilization fund and the intensification 


and system reserve fund, so that it will be possible to resolve opera- 
tionally and effectively certain problems of a product, production, and 
territorial character, etc. 





Increased Procurement Prices 


Through the general modifications and adjustments in procurement prices 
which were implemented last year we succeeded in creating price relation- 
ships and profitability in the production of specific products that on 
the whole are at corresponding levels. Preliminary calculations indicate 
that profitability differences are not so large and unjustified as they 
were in preceding years. And these modifications formed the basis for 
deciding where and for which products to use these Kcs 3 billion and 

for decisions regarding solutions to certain problems which have either 
become evident once again or which had so far not been researched 
sufficiently so as to determine which aspects should be stinulated further 
and which slowed down. 





For the sajor products of plant and livestock production, the increased 
costs will be compensated for by increased procurement prices, price 
supplements and differential payments. Account has also been taken 

of the face that further declines in the profitability of the production 
of grain, pork and poultry, which were the sain sources in recent years 
of the reallocation of resources withinagriculture, would no longer be 
tolerable and could lead to a reduction in interest in these products. 

A need became apparent for greater differentiation between the support 
of the production of grain for food uses, and it is for this reason that 
the increase in the procurement price is higher for these grains than 
for fodder grains. For certain other plant products it was a matter of 
providing incentives to enterprises to increase production and to create 
more favorable economic conditions, or at least not to permit a further 
substantial decline in production profitability. 


For livestock products, after adjusting for differential payments, the 
profitability of their production should not change substantially. In 
this area as well, however, differentiation will increase according to 
the quality of production. It must also be understood that on this 
occasion the amount of resources available for procurement price 
modifications was quite limited, and that nothing more will be offered. 


Nonprice Mechanisas 


In the area of nonprice mechanisms, Kes 700 aillion will be utilized 
for the strengthening of funds, with about Kes 2900 million going to 
the support of labor force stabilization fund above all at state farns 
in the border regions of the North Bohemian kraj and the Sokolov okres 
and for supplements in certain other outlying areas. 


There are some serious problems above all on state farns. In a5 attenpt 
to solve thes, further incentive opportunities will be created in the 
sense that an advantageous coefficient will be used for the generation 
of wages payable resources, during both plan formulation and isplemen- 
tation. In future years state farms, for each percentage point of 
increased output, will be able to subsidize the bonus fund by 1 percent, 





that is, to apply a coefficient in the ratio 1:1. Moreover, they 

will be able to subsidize the bonus fund in an amount up to 59 percent 
of the overall volume of realized growth premiums for increases in 
marketable agricultural production (for cooperatives the figure is 

0 percent). It is clear from this that state farms are being granted 
truly greater possibilities to improve their production conditions, 
stabilize their work force, and to develop initiative. 


Finally, it is clear from this concise evaluation of the impact of 

the system and the modifications that will take effect next year that 
the improvement of planned management is a process, and that we cannot 
comprehend it as a one-time project. The measures which have been 
adopted tie in to each other, develop further, become more intensive 
and adapt orinciples to new conditions and needs according to the 
demands of development and the possibilities offered by the economy. 
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Excerpts from an address by State Secretary Prof. Dr. Helmut Lilie, president, 
ton, Measurements and Product Testing: "High Quality in 
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High “uality Demands <- Reduced Use of Materia. 


he Standardization, Measurement and Commodity Testing Office has recently 
ised its influence strongly to effect improved material economy. The primary 
action here has been the testing and short term reworking of standards, 
formulations, and use and production regulations with the goal of greater 
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countries. Practical experience already exists with the USSR ir the area of 
governmental initial acceptance and calibration of measuring instruments and 
with Czechoslovakia in the type testing of selected products. 


Oreanization of Purposeful Quality Development 


with the systems of quality assurance that correspond to the most recent 
international knowledge on the direction and strategy of quality policy, the 
general directors must establish a strict quality system in the industrial 
complexes that insures the uniformity and complexity of quality growth from 
the initial phases to the final product. Production organization and quality 
sontro. must be perfected in such a way that mistakes in the production process 
are avoided and the transfer of inferior quality performances, parts, component 
ascemblies, and final procucts is eliminated with great certainty. 


The costs for damaged goods, repair work, and warranty work make up the 
essential measures of a model] development and maintenance of technological 
liscecipline. The targeted accomplishment of quality development with the 
“onecilous cooperation of all workers must constantly be strengthened, and the 
‘oote must be reduced to «a minimum. The Technical Control Organizations (TKO) 
of factories and industrial complexes must become effective organs of quality 
leadership so that a prophylactically effective quality control can be 
ascured that is based on the complete elimination of errors. 
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[Article by Dr Dietrich Witt, GDR Ministry for Transportation, department head in 
the International Affairs Section: “Optimization of Transport Relations Within the 
FPramevork of Socialist Economic Integration™] 


[Text] 1. International Cooperation of CEMA Countries and Efficient Management of 
Their Foreign Trade Transportation 


Close cooperation with the USSR and the other countries of the socialist community 
of states, within the framework of socialist economic integration, remains a 
fundamental process in the development of the life of our countries’ societies, 
peoples and economies. In order to meet the demands of the 1980s, with a view to 
1990 and the turn of the century, a further increase in the efficiency level of 
eoctal production will be needed to meet “the requirements of the material and 
cultural level of the citizens’ lives .. . the needs of our own economy and 
foreign economic necessities.”! 


The secretary general of the Central Committee of the SED stressed his belief in the 
availability of the necessary matipower and financial means and the need to use 
them more effectively in the alliance of all socialist CEMA states. 


“There is no doubt that the CEMA countries have available the mental and material 
resources to master the challenges of the 198958. We will be all the more success- 
ful in doing so, the more consistently these resources are applied and used in 
common with greater efficiency”? and he says elsewhere in an analogous context: 
“By its nature this is a demand on us that can only be met jointly with the 
fraternal socialist countries, primarily the Soviet Union. In its veiy point of 
departure, oyr party's economic strategy presupposes the erypansion of this 
sutuality.” 


This basic economic policy line applies in full to transportation and its sutual 
relations within the community. 


The growing scope of foreign trade deliveries in recent years, as shown by a few 
selected types of goods, demonstrates the increasing economic importance of the 
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work of transportation to be performed here and the growing social interest in 
making this area as efficient as possible. 


In his description of the important areas of joint work as part of the further 
strate;ic economic management of cooperation, Tschanter expressly mentions 
"Increasing the efficiency of extensive foreign trade transportation” among the 
five complexes listed. 


Large volumes of transportation in mutual foreign trade over correspondingly 
longer distances, compared with domestic traffic, requires that this transport- 
ation is managed ar efficiently as possible and optimized. 


2. Optimization and Internationality in the Transport Relations of the Member 
Countries of the Council for Mutual Economic Assistance (MC/CEMA) 


Optimization in economic activity is the process of establishing and realizing the 
zinds of measures needed to achieve the established objective, which make it poss- 
ible to achieve this objective in the best possible way (among all the realistic- 


ally practicable “ways” possible, or alternatives for action. 


Naturally, this applies in full measure to the optimization of transportation, 
where the objective is the completion of the socially necessary change of location, 
md the various alternatives for action consist of the various ways of transport- 
ing, using availabie transport technologies. This is established social know- 
ledge, and, over long distances, it is social practice, even in the stricter sense 
‘ff ootimization protected by mathmatical calculation and carried out through 

ele.t Joate data processing. 


In principle it is always a matter of optimization in the closed system of an 
economy, when a series of important complexes of conditions, which determine 
marginal conditions, are almost so “self-evident” that they are often no longer 
consciously thought of as special and important factors or as basic determinants 
for the process of optimizing. For example, factors like the unified planning 
leadership system, with a hierarch of decisions which makes it possible to 
irry out economically optima’ variants, unified systems of economic accounting, 
.e. unified expression of value of production factors in unified prices, unified 
urrency, onified standards of evaluation and methods of calculation. 


Av 
atic 


it i recisely these crucial basic determinants that no longer apply in the 
timization of international economic processes. The feature of “international- 
ity” modifies the entire environment of optimization quite decisively. The over- 
iil enditions for optimization change. The cooperation of those in transport- 
ition in the proce ‘f optimization assumes new characteristics, since it is 
taking place as part of the operation of two or several national economies. 
The taste of the optimization of foreign trade transport is a completely uniform 
nd mmon establishment of objectives by those involved with respect to the 
eneral tundamental neern of conducting foreign trade transport efficiently. 
\iformity and commonality must be understood correctly and defined under the 
tipulation f embedding int the overall process of the cooperation of two or 
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Initially it is a matter of the same material process--cross-border transportation 


between the particular member nations of CEMA and/or the same process--optimiz- 
ation of e particular method of transportation or of a particular volume or sum 
if this xind of transportation. Consequently, the objective is the same for every- 
ye involved: to carr yut and optimize these econontc procedures--as well as the 


others that are established in other branches and areas of social production--with 
he greatest possible efficiency. There sust be a cor-son approach to this task, 
since an optimum degree of efficiency can only be achieved in the coordinated 
action of all those who grab onto the entire chain of activity at different places. 


4S a result of those being involved belonging to different economies, the objective, 
which is at first inherently one and the same, undergoes modifications, and joint 
action presupposes a specifi process ff international agreement. 


Unity of purpose means: “of the same kind,” in its essence, in its fundamental 
quality, etc., but not in the highly concrete way it is achieved. for example, 
Simply because all the measures for construction and expansion in transportation 
ipacities have to be integrated into the plans of each of the countries involved, 
which requires them to be integrated as a nation into the priority ranking for all 
these countries’ variations, the result can be varying total interests in detail, 
for example, about the time of implementation, as a result of different valuations. 
And also because the “mantle of values” of expenditures associated with transport- 
ition is defined quite differently in the form of national monetary expenditures 
f different forelgn currency expenditures, the result is different degrees 
if interest in economizing (pertinent domestic currency, foreign currency expendi- 


tures to be borne) and/or degrees of interest in income (foreign currency income 
to be earned from the export of services), where one of the factors is that there 
ire different national definitions of the relationship of dorcsiic spending to 
foretgn irrency receipts, of domestic to third currencies in the form of exchange 
rates. this we in add materially specific group interests in the filling of 


important capacities through domestic and international traffic, the different 
priorities for it as well as for the different forms of international traffic. 


in all th imtries involved and/or with “those involved in transportation” in 
these intries, constantly recurring and in this sense “unified” objectives of 

timizati ire directed at meeting foreign trade transportation needs completely, 

th quantitatively and ialitatively, with minimal cost to society, both in 

nest i irrency resources and aiso in foreign currency expenditures, and with 
the greatest isibie ntribution to the balance of payments. 

is is an extraordinarily c« x goal, for which each partial objective is given 
i ncrete--and uitimatei concretely quantified orlentation--in the light O1 

irti sar tional if tences. 
\ rdingly, irtial tima emerge whi irrespond to each particular nation's 

wooint, f what yest in different nationa) perspectives, not 
" ir? ; iT JeTaiil pti m tnat in be added together. 
sll, what der iseior ere i specific set of problems in social 

roduction, given the existence of independent economies, in which--in the con- 
rete ise f supplying transportation and optimizing it--the relationship between 





national and international is manifest in a unique way in the collaboration of 
octalist states. > So this is not a specific concern of transportation, but a 
consequence of the organization of the social life of socialist society in 
different sovereign states with their own economic leadership and the responsibil- 


ity for it. 


this is a sober statement of fact, which is at the basis of all practical regula- 
tions tor the shaping of economic relations between socialist states. One must 
be on guard--in general as well as in the case of transportation--against any 
unjustified establishment of absolutes, against any overemphasis of the national 
clement. Any attitude that obstructs the prospect of the special quality of close, 
integrative collaboration by socialist countries in creating optimal economic pro- 
cesses must be shunned. 


Un the one hand, as in any international collaboration, we must preserve national 
interests and objectives in the collaboration between socialist states when work- 
ing towards a solution to the particular questions that are grouped together in an 
international process of equalization and harmonization, but the new qualiiy of 

the cooperation of socialist partners, which is unequalled in international collab- 
oration, must be stressed. 


ihe external sequence of steps taken to act is not so important, but rather the 
way the balance of interests is achieved, the attitude in starting to recognize 
ind take into account our partners’ interests, the balance of interests among 
communists, borne by the spirit of socialist internationalism. In real relations 
what happens is that external organizational forms of collaboration were developed 
in accordance with this spirit and content of the relations. The process of the 
complex development of objectives in international socialist cooperation has its 
olld organizational basis tn collaboration within the framework of CEMA and the 
bilateral economic committees. This is all generally applicable, just as it 

ilso determines in particular cooperation in the area of transportation, for 


example, as part of the Standing Commission for Transportation of CEMA and the 

traffic work groups of the bilateral economic commissions. By the same token, 

that is just as generally the framework for cooperation in transportation as is 
the case in the optimization of international transportation. 


vractical Optimization of Transportation--Levels, Systems of Regulations 


Chie timization of transportation management, as a process of establishing the 
easures for it, is carried out on the national aad international level by (nclud- 
inj, total transportation needs and the total capacities of the transportation 
‘encies that are capable of satisfying these needs, and combinations of them on 
tw level ,» namei-’ 


iver the long term, taking into consideration longer periods of time and 
yreater amounts of transportation, when it is primarily a matter of bearing in 

ind the long-term nature of the efficacy of investments in the development of 
transportation capactty--particularly in the infrastructure--and, accordingly, of 
bullding up and expanding transportation links that will be productive over the 
iong ‘erm | tratfti relations and traffic agency combinations that are recognized 
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--applied in an operational sense to the handling of the single form, or several 
forms, of transportation for foreign trade that are available for implementation, 
when it is a matter of finding the optimal disposition of transportation that meets 
the specific,individual transportation case, while taking into consideration the 
practicilly available variations tn transportation for a specific situation. 


It is not a question of a schematic separation, nor one that can be made into an 
absolute, but simply the delineation of two different objectives on two different 
time planes which are closely interlinked. On each plane, internationality is 
appropriately expressed in the process of optimization. In domestic traffic, all 
determinations concerning the long-term buildup and expansion of productive trans- 
portation links within the framework of economic planning, including investment 
proportioning and allocation, pass through a multi-stage process of discussion and 
decision-making--although everything stays within the autonomous framework of one 
economy--in international traffic, following the internal clarification and 
coordination of requirements with investment-side opportunities prior to firm 
integration into national economic plans, it is a question of international 
coordination of measures, so that they can be optimally integrated into a suitable 
overall system, 


Finally, it is a question of ensuring the universal application of unified para- 
meters at the same point in time (for example, axle load, clearance, speed, elec- 
trification, etc.), in order to provide the conditions for the most productive 

use possible of the measures carried out on a national level for construction 
ind/or purchase measures. 


[his was what determined the content and progress of establishing and putting into 
effect the appropriate long-term measures in paragraph 12 of CEMA's complex pro- 
yram, just as it characterizes the content and progress of cooperation within the 
framework of the Long-Term Target Program for Transportation. For example, in 
precisely this sense, and in accordance with the target program, a treaty for the 
development of a network of principal railroad lines was worked out and concluded, 
which anticipates an increase in the productivity of main lines such as Moscow- 
jarsaw-Berlin; Krivoy Rog-Budapest; Kieve-Ostrov-Falkenberg; Stendery-Bucharest- 
ofia; Geynia-Zilian-Rusovece; Rostock-Berlin-Prague-Budapest-Buchrest and Buda- 


pe if “Keleblia. 


Plans call for the construction of more than 2100 kms of second track and inter- 
mediate stretches by the year 1990 on these main lines. About 7500 kms of partic- 
ilarly heavily travelled routes are to be monitored by automatic section blocks 
ind central dispatchers’ offices. More than 6300 kms o. railroad lines are to be 
electrified. In addition, the reconstruction and reinforcemer. of about 9500 kms 


f track is anticipated. 


As a result of irrying out the measures for developing railroad transportation, 
the welght if freight trains will increase on the major lines by hetween one-and- 
f and two times, and on the east-west and north-south lines weights will 
reach GOOO to GB00 and 3000 to 4000 tons per train respect ivel y. The maximum 


ipeed of treteht trains is to be increased to }09 kms /hour. 





In the sense of these statementc, an agreement of this kind is the practical 

result of the process of long-term optimization, taking the interests of all partic- 
ipating countries into consideration, the overall estimates of traffic development 
and the resulting needs for expansion, balanced investment possibilities within a 
national framework aimed at the the realization of the agreed upon expansion pro- 
gram, etc. It is a question of a process of repeated negotiating steps, constantly 
advancing closer and closer to the overall optimum. 


At the operational level, all determinations on the optimal use of the total 
number of alternatives for action for domestic traffic arc also made within the 
framework of the economic planning of one and the same socialist state, socialist 
division of labor between the transportation agencies is submitted by way of the 
appropriate plan projections and the selection procedure of transportation custo- 
mers is additionally controlled by means of economic (balanced tariffs) or admin- 
istrative (e.g., planning decisions on providing transport space) regulations. 


In international traffic, optimization in operations is achieved in the process of 
leciding about the disposition of transportation through the organs of foreign 
trade, which, in coordination with the alternatives offered from the traffic side, 
can determine the best transportation agency or the appropriate agency combination 
ind the optimal route, in this way delivering or calling for the freight. This 
orocedure is tied in with tested structural regulations, primarily the General 
Conditions for Freight Delivery between the organizations of member countries of 
CEMA (ALB/R®GW), which Include in Chapter 2 3 uniformly established responsibility 
through the policy of administration and freight charges known as “open border 
suntry of delivery.” After agreeing on the basic route, the exporters optimize 
lelivery and preparation at the border and/or the importers optimize collection 
ind route from the delivering country's border town, taking into account all in- 
coming foretgn currency and costs for freight, handling, additional charges, and 


moO on. 


This proven system establishes clear areas of responsibility and, within its 
iramework, allows every opportunity for real optimization in providing transport- 
ition, right up to ustiog the means and methods of electronic data processing. 


+. Further Development of the System for Optimizing the Foreign Trade Transport 
of Member Countries of CEMA 


Underlying any economic activity aimed at high efficiency is a process of constant 
improvement and perfecting. This holds true for the optimization of handling the 
foreign trade transport of member countries of CEMA. 


\ll the preconditions for constantly perfecting and increasing the efficiency of 
tue entire system of cooperation among the participants from the socialist econ- 
involved exist on the basis of economic rules of close socialist cooper- 


ition and integration. 


ton the current state of affairs, efforts must be concentrated primarily on 
the following fundamental directions. 





First, the organizational system of cooperation must be developed further, for 
which the appropriate determinations, both long-term and operational, exist in 
the specific gremiums of CEMA, which refer mainly to tranportation planning and 
the division of labor underlying it and which must now be gradually put into 
practice. 


This applies both to the perfecting of the statistical basis and the identification 
code system, it also refers to the practical organization of long-term coordination 
of needs and capacity and to harmouizing operational transport agreements, in the 
sense of an output-side coordination of plans in the area of transportation. 


In this area, the analyses of needs development, which were conducted under the 
heading of the target program, must be continued and probe deeper, and the degree 
of precision in allocating expected transportation to capacities, in the sense of 
a scheduled predetermined divisions of assignments for the transport agencies, 
must be increased. There is also the continuing development of the system for 
coordinating investments included in individual national plans to ensure simultan- 
eoug expansion of uniformly high-capacity main arteries. 


Secondly, work must continue within the scope of the proven system of AL8S/RGW on 
even better economic stimulation of the disposition of transportation through 
foreign trade by means of correspondingly attractive tariffs. This is the trans- 
lation of the principle of transport economy, according to which a corresponding, 
low, stimulating tariff level can promote foreign trade and beyond that, measures 
for the integration of production. More work must be done on solutions for pre- 
ferential prices, for example, in the case of a stable flow of bulk goods (setting 
transit tariffs accordingly on the railroad, rates in transpurt by sea). This 

far from sitple problem, in the opinion of the author, can only be solved if the 
movement of prices on the international market is taken into account. 


The continuous and systematic work of the transport sector on solutions to these 
questions is its contribution to “further expanding foreign trade relations as a 
basis for our economic growth, thereby making the questions of the further deep- 
ening of socialist economic integration with the USSR and the other member 
nations of CEMA the first priority,” as the statement read at the sixth plenary 
session of the Central Committe of' the SED. 10 Here, in the area of transport, 
the same thing holds true on a small scale as was recently formulated in a lead 
article in PRAVDA for general policy: “It is a question of increasing the effect- 
iveness of cooperation in all areas of our economic relations. . .. If the 
specific interests of individual countries are given appropriate consideration, 
the jointly determined common course will be the expression of the solidly 

forged opinions and positions of the fraternal nations." il 
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COORDINATING RATIONAL USE OF ENERCY 
East Berlin PRESSE-INFORMATIONEN in Cerman 11 Oct 83 p 3 


/Article by Horst Jungnickel, director, Central Office for Rational Energy 
Utilization: “Centers for Rational Use of Energy--Places for Exchange of 
Experiences”™/ 


/Text/ Combines and enterprises have been given the task of guaranteeing the 
growth of the economy's output without additional primary energy utilization. 
This requires the rational management of available energy resources and the 
discovery of additional reserves. Part of this involves eliminating differences 
in energy u"~ (20ng various levels and putting into practice on a wide scale 
more energy efficient methods in process and production rationalization. For 
this reason, the exchange of information as well as the organized and deliberate 
exchange of experience are becoming increasingly important. In the last several 
years, therefore, Centers for Rational Use of Energy have been established in 
six district cities. 


The Primary Center for Rational Use of Energy opened at the end of 1982 by the 
Institute for Energetics/Central Office for Rational Energy Utilization in 
Leipzig and the Markkleeberg School of Engineering for Power Industry in 
Markkleeberg has, in addition to its task of «srving as a place for information, 
education and the exchange of experience, 4 ,uiding function with respect to the 
corresponding organizations in the other six districts. It is characteristic of 
the profile and operating method of the Primary Center to not only report on 
new methods and experiences, but to allow them to be presented and explained 

by the development engineers, designers, and manufacturers of equipment and 
processes. Conferecens are therefore essentially in the form of an exchange of 
experiences between those introducing a new innovation and thoge in a position 
to exploit and utilize the new innovation. Deliberately inviting potentially 
interested persons has doubtless contributed to the great effectiveness of the 
conferences. 


During the first 10 months of its existence, 19 information conferences on 
various topics with a total of 750 participants took place at the Center. The 
emphasis of the topics was on secondary energy use, space heating, electrical 
energy use, and the increased utilization of crude lignite, in other words, on 
the main areas of energy rationalization. Participants were able to thoroughly 
familiarize themselves with the performance parameters, principles and method 
of operation, costs and benefits, and delivery periods of each rationalization 
method being presented. 





Representatives for the Centers for Rational Use of Energy located in the 
districts of Rostock, Halle, Schwerin, Erfurt, Cottbus, anc Dresden are the 
District Offices for Rational Energy Utilization in cooperation with the [/ itrict 
Innovation Centers and the District Directorates of the Chamber of Technology. 

In particular, the district centers organize the exchange of experience in the 


feld of the rational use of energy and perform an important tasx dy guiding 

und advising small and sediue-sized enterprises in raising the level of efficient 
energy management. Thus the center in Halle, for example, was successful in 
transmitting to a number of enterprises advanced experience in the rational 
yperation of heat generating equipment using the domestic energy resource of 

ruce iignite. 


The district centers actively support those territories competing for an award 
iS a territory operating at a high degree of energy efficiency. The centers 
in #ostock and Cottbus contributed their part in helping both district cities 
to become the first in the CDR to receive this award. 


e expansion of existing centers, the establishment of further ce: °s in the 
reraiming district cities and in selected counties, and the coordina.ed and 
interdependent activity of these organizations under the direction of the Primary 
enter for Pational Energy Utilization will create the preconditions so that the 
exchange of experiences in discovering energy reserves can be accomplished with 
even more widespread effect. 
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GERMAN DEMOCRATIC REPUBLIC 


BRIEFS 


WORK OF ENERCY OOMBINES--It is the responsibility of the energy combines to 
operate and maintain 4,200 km of gas mains, a medium voltage network of 
4,800 «xm in length, and 2,834 km of long-distance heating pipes for the ade- 
quate supply of the economy and population. This requires a large number of 
branch specific meas of rationalization which are not available from industry. 
Since the energy combines in the bezirks basically need to solve the same 
problems and thus require similar meais of rationalization, the manufacture 
of such products has been specialized and concentrated in special workshops. 
[Excerpt] [Suhl FREIES WORT in German 5 Oct 83 p 6] 
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POREIGN TRADE MINISTER DISCUSSES EXTERNAL ECONOMIC RELATIONS 
BuGapest TARSADALMI SZEMLE in Hungarian No 10, Oct 83 pp 15-22 


(Article by Peter Veress, sinister of foreign trade: “*About Our External Eoo- 
nogwic Relations*®) 


(Text) Most of the international economic ordering principles and rules of the 
game that had developed since Worid War Il becage blunted or lost their signi- 
ficance during the past decade. The changes that accelerated from the bein- 
ning of the 1970's on adversely affected in some respect even a significant 
proportion of the sost developec countries, and gost of them incurred terms-of- 
trade losses So sensitive that their balancing has succeeded only partially to 
this day. Many of them encountered balance-of-payments problegs so substantial 
that gaintenance of international solvency has become their sain probies. 


with a force rarely seen in peacetiae, cevelopments in international politics 
and in the capitalist economy became interwoven, in an interaction magnifying 
both: price shocks, a crisis of overproduction and concomitant unemployment, 
monetary crisis, iasting and large-scale inflation, embargoes, arms buildup, 
and in general the use of the achievements of international cooperation as a 
weapon. The "economic sensitivity” of the domestic balance of power within 
the developed capitalisi countries has increased considerably. 


This worldwide reordering has presented various bills to the individual nation- 
al econosies. Trying ones to our country and economy as well. The situation 
is further complicated by the fact that what up to now have been bridging solu- 
tione--for example, the system of credits and loans--are now often changing, or 
being changed, into instruments of dependence. At the same tige the creditor 
nations’ strongly protectionist or outright discriginatory policies are hagper- 
ing the debtor rations’ sore efficient access to gsarkets. It is perhaps no ex- 
aggeration that international politics and the countries’ external econosic 
strategy are interwoven sore closely than ever before. We are witnessing time 
and again that economic decisions are being based not on economic but on 
foreligin-poliicy considerations. 


These ircoumetancee. jointly with the slower-than-necessary reinforcement of 
our economy's qualitative characteristics, necessitate that the Hungarian econ- 
omy become abl@--a5 Soon 45 possibie and even at the cost of greater efforts 
and sacrifices--to strengthen the position it has achieved in the international 
division of iabor, *to adapt to the new conditions and requirements, and then on 





this basis to achieve faster growth. Its immediate task is to pay off the debt 
it has accumulated during the past decade. 


The i2th congress of our party set the balanced growth of our econcay, and 
within this the restoration of external economic equilibrium, as the key task 
of our economic policy. The April 1983 session of the Central Committee con- 
firmed these objectives and regarded as a significant achievement that the 
country has been able to saintain its international solvency. Thus our tasks 
are given. Their realization requires coordination of a variety of efforts: 
political work and macroeconomic sanagement of high quality, a sore effective 
system of incentives and regulation, and greater competitiveness of our prod- 
ucts in international garkets. The strengthening of our ability to export 
economically, management of import that is economical yet does not lose sight 
of the xey areas of development, and a foreign-trade policy that enhances our 
external economic objectives and safeguards our interests play an isportant 
role in all this. In the following I would like to present some thoughts 
g@ainly on these questions. 


Primacy of Export 


The gore developed an economy and the greater its needs, the gore closely it 
participates in the international division of labor. This statement is valid 
especially in relation to small and medium-size countries. This is a question 
not of subjective choice, but of objective necessity. It is reflected also in 
the fact that in the 1960's and the early 1970's worid trade and the foreign 
trade of gost countries were growing faster than the rates of domestic economic 
growth. Viewed over a longer period of time, a substantial proportion of the 
countries of the world were igporting more than they were exporting. In some 
of these countries’ balances of payments the trade deficits were offset by 
fiows of capital, the proceeds from touriss, credits and loans, etc. 


Under normal external and domestic conditions, a country's solvency is deter- 
mined prigarily by its own economic performance, and within this by its balance 
of trade. However, the availability of foreign credits, loans, deposits, etc. 
--in other words, of other than own resources--is also a generaliy accepted and 
asserted element of solvency. What these external resources are used for, 
whether for the development of sodern technologies and seans of production or 
for consumption, is decisive from the viewpoint of econogic development. in 
the first case the country’s solvency will igprove in the long run, a8 a resuit 
of its improved economic performance. In the second case some needs of the 
economy are satisfied short term, but in the long run the country’s solvency 

is weakened and the process of growing indebtedness is accelerated. I1li-consi- 
dered invest@ents of iow economic efficiency aiso belong in this category. 


Although a more detailed analysis is necessary than what the space iigitations 
of this article allow, it can be established that in Hungary, with few excep- 
tions, the use of external resources is dissipated, does not fit into the con- 
cept of development, and on the whole its efficiency can be termed only fair. 


In practice solvency gseans that a country’s total foreign-exchange earnings, 
and its availabie foreign credits and loans amply cover its foreign-exchange 





« .pencitures--igport, transportation charges, debt servicing, etc.--and inter- 
national public opinion views favorably the country's economi« potential. 


In 1961-1962, external political and economic conditions further aggravated our 
aiready difficult situation. And although authoritative circies had no real 
Goubdts regarding Hungary's political stability and economic potential, it none- 
theless became gore difficult to maintain our solvency. 


This necessitated the priority of the so-called export drive, i.e., that we 
focus attention sore closely on export than before, intensify our efforts to 
expand export and give priority to our exporting activity. We have encouraged 
and are encouraging the exporting economic units to produce sore and better ex- 
port products. Parallel with this we are also curbing domestic consumer demand 
through fiscal instruments, so as not to divert substantial export allocations. 


The question is sometiges raised as to whether we have assessed realisticaily 
the ability of our economy to export and iaport. It gust be adsgitted that 
there is no clear and easily understandable formula or cogputation sethod for 
determining the relationship between the ability to export and the ability to 
import. In 1981 and 1982, goreover, we did not have auch tise to consider what 
our ability to export actually was, or whether we had any choice between signi- 
ficantly expanding our export and thus achieving a trade surplus, on the one 
hand, and maintaining the previous rates of export and igport, on the other. 
Circumstances neither offered nor permitted such a choice. 


Our intention was to achieve the necessary trade surplus not by curbing igport, 
but by rapidly expanding export. In 1982, unfortunately, the economy was un- 
abie to ensure this, gainily for three reasons: external sarketing conditions 
became exceptionally unfavorable; production's ability to adapt to competitive 
products that meet the garket's requirements and can be produced econosicaliy 
remains slow; and our garceting is not efficient enough. 


However, it would be a gistake to interpret the principle of export’s priority 
to g*an that the problems of sanaging and substituting igport are negiigibie or 
of secondary isportance, or even that they are in conflict with this principle. 
In the interest of economic equilibrium, we are compelled to expand export and 
at the same time to sanage and substitute import econogicail:. 


Economica. import substitution is not even so easy. Often it would be neces- 
sary to substitute from domestic production the products of experienced and ef- 
ficient foreign plants. Nowever, i@port-substituting domestic production sust 
be econo@ical, because ot verwise isport substitution would be of dubious valve. 
In other words, the production cost and price of the domestic product cannot be 
higher than those of the imported product. It might happen that tegporariiy we 
must accept the higher domestic production cos: and price, because of the cure 
tallgent of iaport. in the iong run, however, this would not be feasible. It 
is not our objective to produce uneconomically a product that has already been 
phased out once, or has never been produced, in our country. 


Import substitution gust iead in the long run to such a sensible transformation 
of the product structure that permits *he evolution of comparative advantages. 
This is the gore promising if the given import-substituting activity--assuming 














Suitebie coordination and cooperation--repiaces capitalist isport mot oniy in 
our country, but in our socialist partner countries as weil. Sweoh iaport sub- 
stitution obdDViousiy is related to Structural change anc cannot be equated with 
auterchy. it is hardly an exaggeration to state that Hungarian industry's ex- 
isting level of development holds promine for sore significant igport subdsti- 
tution than at present. Agidat the present paucity of capital, also the role 
of seseli piants in iaport substitution is not negligib.ie; in sany instences 
such piants are able *o uncertaxe even without substantial capital investeent 
the econosical production of certain products that are in demand. 


Curteiisent of igport 


Oniy @ significant trade surpius can enad.ie us to Saintain our solvency. In 
other words, our abdiiity to export iigits sis0 our ability to iaport. What 
does this mean in practice? Because of the sudden change on international son- 
ey @arkets and the slower-than-expected expansion of our export, as of Septes- 
ber 1962 we have been forced to ourtail igport in the interest of a trade sure 
pilus. Parallel with the stricter import controls, we informed aiso the cos- 
petent international organizations ‘GATT, IMF) that for bailance-of-trade rea- 
sons we were tegporariiy curtailiing igport. 


In thie context also the question has arisen as to whether stricter import 
controis are in sccoord with our domestic econesic Becnaniss, with the economic 
reforms. The actu .i question, however, is whether our systea of regulation and 
our intentions are in sacoord with changing world reality. The ‘ndications are 
that they ave not. The previously esgployed instruments of the systes of 
regulation, the geasures to curd domestic demand, Gicd mot prove adequate to 
si0ow down domestic consumption and suitabiy stisuiate export. 


And if thene days guch is being said in our country about igport restrictions, 
operational Sanagement, intervention ang sigiiar things, it is worth whiie to 
compare this with what we reed daliy in the press about the strict and often 
Gracofiien Seasures that are being adopted in internationa. trade and in certain 
ountries to stop any further ceterioration of the situation anéd to secceierate 


‘he searcn for a solution. Thus today debate in the worid it not on the genere 
ai iaberaligation of import; the rea. question everywhere -4 the feasibie €neq- 
tent of iapor*’ competition. we gust frankiy e@eit that «a genes. increase of 
igport yapetition is not realisticaisy Teasibue. however, se.ective isport 
ompetition--prigariiy in the areas that are decisive frog the viewpoint of 
structural hange, specificaiiy in the nterest of asesercing the requirement 
of efficiency--@ust be strengthened gracuaiiy. it i6 worth recaiiing that 
,axner igport contro: 14¢ mot aeutomatica.,y Stisu.ate the economy to isprove 
efficiency. 

in «a rgance ww ¥ i ar sa’ fr the game, the apita.ist eooncgy 
ha sccepted beanaruptcy or forced iayort at hRuncreGs anc ssance of produce 
tion units and prefer : : see the burcer f very high whem, icoyaent benefits. 
At the same tige the apitar.iat miric re exerting enormous erfort to sei, 
their product soroaec, ang or ‘ . Ss forelan Bpet.* mn grocucts tnat 
sre *"sensitive*® frome the viewpoint ; me st poiitics ihe apetition bee 
‘ween *he f ‘ s** ar ” ea . <*, ¥ SP .y enon Marae at 
food and fares ; lu .* ee Sa0n «<now.ecee ; 18 praect Baa} 
jeteriorating int : * we * ropean protect & agains apen’ 





Naturally, stricter import administration and import curbs are not without 
their problems. They are causing a series of problems, and many real questions 
can be raised in conjunction with them. For example: Are we using our limited 
possibilities efficientiy? Are we assigning proper priorities to import de- 
mands? Are we able to supply production with imported prod. *s without any in- 
terruption? What about imports of machinery and equipment for investment pro- 
jects? Within import, are we acquiring a sufficient proportion of high tech- 
nology and efficient parts? Does customs policy favor this? And so on. Very 
summarily we may say that the way in which we are using our limited import pos- 
sibilities is relatively acceptable, although of course the restrictions are 
causing problems and hardships, in investment as well as in current operations. 
And it is likewise fairly cbvious that the longer we retain igport curbs, the 
more probiems this can cause the economy. Cooperation between foreign trade 
and the branch ministries is especially important under these conditions. We 
are availing ourselves of the opportunity to let primariiy the giaistries in 
charge of production determine the priorities of import demands. We must and 
intend to cooperate more ciosely with tne. 


This is the more necessary because we cannot deny that we are having problems 
in conjunction with the questions, and each of them requires far more circum- 
spect work than in the past. However, it can also be established that the 
curtailment of import nas produced not only problems but favorable experience 
as well. In particular it turned out that our economy has significant re- 
serves also in the areas of import control and import substitution, and that 
we are able to use materials and energy more efficiently than in the past. 


Interest Relations and Foreign Trade 


Our system of economic regulation is intended to provide incentives for the en- 
terprises to achieve our economic and external economic objectives. At present 
it must help attain specifically the restoration of external economic equilib- 
rium, and within this the attainment of the planned trade surplus. In accord- , 
ance with the changes in our objectives and in the external and domestic condi- 
tions, of course, flexible modification of the system of regulation is likewise 
necessary. 


The domestic system of pricing introduced in 1980 required domestic prices to 
follow the nonruble-denominated export prices. In addition to its favorable 
effecta, this system had also unfavorable consequences. In particular, in 

many instances thie system hampered the still possible increase of the export 
volume, because some of the enterprises held back export that was justified or 
justifiable, but relatively not very profitable at the microeconomic ievel. 
Tnerefore we modified the system of reguiation in the sense that if the enter- 
prises are abie to expand their export only with products of relatively low 
profitabiiity or iess favorabiy priced products, this will not harm their ine 
terests and reduce the profitability of their domestic sales. This principle 
is realized in practice as foliows: if an enterprise achieves a certain growth 
rate of its export, it does not have to reduce its domestic prices, not even if 
the profitability or price level of export deciines. We are providing a spe- 
clal benefit for the enterprises within whose total sales the proportion of 
nonruble-denominated export is high. Sech enterprises may avail themselves of 
the above opportunity even if they merely maintain the level of their export. 





























The modification of our exchange-rate policy likewise serves to increase the 
incentive to export: the forint’s devaluation in relation to capitalist cur- 
rencies in 1962, and the devaluation already introduced in 1983 also serve this 
purpose. Shaping the active stimulating ro.e wf exchange-rate policy in pro- 
viding economic incentives always require.: comprehensive deliberation. For it 
often becomes necessary to reconcile various considerations, some of which oc- 
casionally are gutually conflicting. For example, the export-stimu!sting ef- 
fect of the forint's devaluation ‘which even so oriy atteepts to offset at 
least partially the unfavorable effects of declining world-market prices) must 
be cocrdinated with the measures aimed at the general curtailment of domestic 
spending; and it is necessary to take into consideration also the fact that 
the stigulation of export could have also an unfavorable effec* from the view- 
point of the development cf domestic cooperation, as a result -f the export in- 
centives contradictory effect. (For example, the most freque’:t disruption at 
present is that the enterprises, vdecause of the export inceutive, prefer to ex- 
port the basic gateriais and semifinishec products, and do not supply enough to 
domestic sanufacturing industry.) Among the effects of the forint's devalua- 
tion, its effect on increasing import cost, which in the final outcome is in- 
flatiorary, must iikewise be taren into account. 


The recenti; introducec currency devaluations reflect macroeconomic nmanage- 
ment’s intention to maxe fuller use of exchange-rate policy in providing more 
incentive for export denominated in convertible currency and in making import 
expensive. 


In conjunction with the export incentive there are at least two things which 
should be empnasizec seprrately. First, we gust not strive to export at all 
cost, because the fact that there is an incentive to export is not an exclusive 
yardstick or criterion of export that is advantageous for the national economy. 
And secondly, the system of regulation must better enhance selectivity. The 
more favorable the export price, the gore advantage the enterprise should de- 
rive. The incentive systez should guide in this direction, and both the favor- 
able and unfavorable consequences should be allowed to assert themselves. 


Finally, when provicing gore incentive it is always necessary to consider eco- 
nomic policy's entire set of objectives--for example, our measures must be co- 
orcinated with our objectives in con junction with regulating domestic purchas- 
ing power--and the entire economic environment. In the present complicated ex- 
ternal economic situation, however, providing gore incentive alone would not be 
enough to achieve the expected igprovement of external economic equilibriua. 
Over and above this, domestic demand's strict regulation that has been employed 
in recent years is also necessary; it supplements the export incentive with 
compulsive force. 


Naturally, we must a150 realize that macroeconomic management and reguiation 
solve many things, but they are no substitutes for modern work organization, 
managerial methods that enforce discipline, and for voluntary political 
propaganda to influence public opinion in this direction. 


Our Foreign-Trade Policy 


A country's foreign-trade policy is always determined by weighing the country's 
economic possibilities and interests against the behavior of the partner 
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countries. Foreign-trade policy jointly expresses intentions, instruments and 
behavior. Under normal conditions, foreign-trade policy's regulated rules of 
the game protect primarily the interests of the weaker countries. 


In periods that reflect the more peaceful and even development of the world 
economy, foreign-trade policy too is "more peaceful," lining up fewer weapons. 
At the time of economic or political crises and conflicts, the sharper offen- 
Sive and defensive instruments are brought into play. At such times--as evi- 
dent also now--certain external economic questions (credit policy, supply of 
high technology, food export, arbitrary restriction of import, etc.) in the 
hands of aggressive forces can become foreign-policy instruments of threat or 
reprisal. This burdens economic relations between countries with numerous 
elements of uncertainty. 


Hungary maintains external economic relations with three groups of countries: 
the socialist countries, the developed capitalist countries, and the developing 
countries. We are striving to always have clearly formulated foreign-trade 
policy objectives for each of these three principal provenances and destina- 
tions. 


The socialist principal provenance and destination, our comprehensive relations 
with the CEMA countries and the Soviet Union in particular, remains the deci- 
sive area of our external economic relations. Even today the "formula" of our 
external economic relations, in spite of the problems that naturally exist, is 
the most clear-cut, predictable and reliable with the socialist countries. Our 
foreign-trade policy toward these countries promotes first of all the export of 
products that dest suit our conditions, and the import of commodities that the 
national economy needs. In other words, relations among the socialist coun- 
tries try to find and express their mutual interest, with due consideration 

for the specific national interests of the individual countries. fForeign- 
trade policy toward these countries serves the best possible fulfillment of 
mutual economic interests and obligations expressed in the coordination of the 
medium-range plans, international agreements and trade protocols. The content 
of commodity trade is basically economic, with underlying mutual economic in- 
terests. Mutual trade and the fulfillment of obligations were continuous in 
1982, discounting a few shortfalls that in some instances were painful. Both 
our political and economic interests demand that in the future we utilize even 
better the possibilities of mutually advantageous cooperation within CEMA. We 
must seek progressive solutions to expand commodity trade, specialization and 
cooperation. 


The maintenance of relations with the developed capitalist countries is far 
more complicated. The often intentional mixing of economics and politics has 
again become characteristic of our Western partners in recent years. When the 
situation intensifies, this interaction usually influences the standpoints neg- 
atively, which makes the fostering of relations more difficult. 


The most specific and serious problem today in relations with the developed ca- 
pitalist countries is the recession that contracts the local market, making 
sales more difficult. In addition, the developed Western countries are using 
visible and invisible trade-policy measures to narrow the sales opportunities, 
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and in some instances they are even raising barriers. Our foreign-trade policy 
gust counter these methods, and the instruments and possibilities for counter- 
ing them are varied. 





In East-West relations we vegard gutual interest as the ordering principle; 
with every partner we are striving to find the real mutual interest. We are 
emphasizing this before every possible forum. Against the statutory and admin- 
istrative barriers, we regard frank and straightforward action desirable, be- 
fore international forums as well as in bilateral relations. We support sutual 
relations between Western companies and Hungarian enterprises, if the sutual 
interests become obvious and tangibie. This is sometimes called the govern- 
ment's trade-creating activity. We are using many different instruments of 
economic diplomacy, and other countries are doing the same. 


One of our main efforts in relations with developed capitalist countries is to 
achieve that our partners do not employ trade barriers for political consid- 
erations, or that trade considerations do not become the starting points of 
political reprisals or of measures that generate tensions. This is needed to 
create a healthier atmosphere in the international arena. 


An ipportant element of our relations with developing countries is to grant 
them unilateral preferences, i.e., more favorable customs treatment, thereby 
waking them gore competitive in the Hungarian market. We are doing this on 
the basis of UNCTAD's recommendations. Another essential element is that here 
there is wider opportunity for marketing, and therefore we can expand our ex- 
ports of technology, tjachinery and finished products more successfully than, 
say, to the developed capitalist countries. There is also a somewhat wider 
choice of garkets. Consequently, it is a realistic objective to increase the 
developing countries’ share of our commodity trade. 


From the preceding it is perhaps evident that restoration of our economic equi- 
librium demands of us the purposeful and forceful realization of far-reaching 
and complicated tasks both at home and internationally. Naturally, the course 
of events gight be influenced also by foreign developments beyond our control. 
We nevertheless gust concentrate our attention on the solution's domestic fac- 
tors that are within our control. The more so because we know that such exten- 
sive and rapid deterioration of ‘he international economic and political condi- 
tions did not cause, but merely ‘rougnht to the surface, the already existing 
serious shortcomings of our economy. From the viewpoint of solving our prob- 
lems it is decisive whether the economic units understand that our solvency is 
not some abstract problem that does not concern them, only the national economy 
or the state. Failure to ward off this threat would affect the future activity 
and very existence of every economic unit. 


It is essential that decision directed toward a solution be adopted in full 
knowledge of the actual situation and on the basis of identifying the real 
problemas, from the command posts through the economic units, down to and in- 
cluding the individual workers. A united political wili and intention to act, 
honest patriotic concern for the country, and civic responsibility for the pub- 
lic good asserted on the scale of entire society remain a basic condition for 
cur further progress. Their importance is exceptionally great in the solution 
of the tasks confronting us. 

101% 
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HUNGARY 


ADEQUACY OF CURRENT ACCUMULATION LEVEL QUESTIONED 





Budapest FIGYELO in Hungarian No 42, 20 Oct 83 pp 1, 10 
[Article signed W.I.: "The XIII INFO: Is Little Enough?" 


[Text] Lively discussions, creative thoughts launched, many questions left 
open and sincere opinions ventilated about them, this is the way we can 
succinctly characterize the XIIIth symposium of industrial statisticians that 
took place on October 11 and 12 at Szekszard with the part.cipation of about 
350 experts. 


After listening to the lectures delivered to the plenum, the topics of which 
we have published in our last week's issue, the participants continued their 
deliberations in three panels dealing with industry, construction industry and 
tourism. Five other lectures and nine reports were delivered to these panels 
and 15 persons participated in the discussions. 


About the Future of Investments 


The main topic of deliberations in the industry panel was whether or not 

the present Hungarian accumulation level meets the requirements related to 
the tasks that our national economy has to tackle; in other words whether 
the relatively low level of our investments provides enough room for a 
reshaping of our macroeconomic structure and for an acceleration of economic 
growth. 


International statistics show that the accumulation level in our country 
compares favorably with the middle level of the OECD (the developed capitalist 
countries), even if we take into consideration that the prices of investment 
goods are from 2 to 4 percent higher in Hungary than in the mentioned states. 
However, the Hungarian and international trends are basically different. In 
the OECD countries accumulation climaxed in 1973, riding the crest of the 
economic boom and decreased gradually thereafter. Conversely in Hungary 
accumulation declined during 1972-1973 and rose, after some fluctuations, to 
its top during 1977-1978, sinking thenceforth rapidly. This trend is not 
likely to change until 1965. In the developed industrial countries accumla- 
tion has been growing slowly lately. These facts have prompted the thought 
that Hungory’s inevitable coordination with the international economic 
processes does not work satisfactorily and this might become an important 
cause of losses. 
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In connection with the relationship between economic growth and investments, 
people used to say that Hungarian economists tried to solve the problem of 
Slow improvement in work productivity by an increase in investments and to set 
thereby the conditions of economic growth. This approach is still widely held 
asp valid. 


One of the lecturers, using examples of the practice of developed capitalist 
countries and citing theses from the scholarly literature, attempted to prove 
that the bearing of investments on economic growth is less meaningful than 
logic would postulate. He claimed that the role of the “human factor” in 
economic growth is still decisive, and that in this area there are still 
considerable reserves in our country that will make it possible to accelerate 
economic growth and to reshape the macroeconomic structure despite our low 
investment potential. In our development program we must emphasize selectivity 
and promote the productive regrouping of our resources. According to this 
lecturer, the present problems do not arise out of a decline in investments 
but on the contrary accumulation had to be reduced because of the insufficient 
demand for goods. The present modest economic upsurge in the capitalist 
countries is not a result of increasing investments but it came about due to 
an increase in the dumand for durable goods. 


Aside from the presentation of the investment process at the Paper Factory of 
Szolnok, no other enterprise took the floor at the panels, and thus we could 
not get an insight into the practical reaction to the various theoretical 
theses presented at the symposium. 


Competition Versus Sham-Competition 


The construction industry panel discussed the possibilities of making the 
contractors compete with each other. Until 1976 there was an excessive demand 
for construction work. Yet, as a result of the reduction in investments, the 
demand dropped rapidly facing this industry with new challenges. In 1983 the 
decline in construction and equipment industry activities came to a halt, a 
phenomenon that stands in contrast with the plans. Yet, inasmuch as the 
investments are concerned, the trend toward keeping tham at low level 
continued. In the construction industry work productivity, organization and 
protitability have improved. 


Following the decline in excessive demands, the construction industry sought 
to improve production quality, in general productivity and tried to move 
toward such conditions of competitive offering which provide the customers 
with a possibility of choice. This was the purpose of the practice of calling 
for competitive bids, which were introduced in the second half of 1982. 


During the months which have elapsed thus far from 1983, supply contracts for 
a value of 1.9 billion forint have been concluded through competitive bidding. 
This amounts to 3 percent of the total value of all contracts. This figure 
needs no commentary. In principle everybody agrees that competitiv: 
bidding should be extended also to the construction industry, since it meets 
the requirements of selective and qualitative development. However, progress 
lags behind the expectations at present and does not meet the needs. 
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Nowadays proper callings for bids are rather rare, since most of them fail to 
clearly express what the customer wishes, nor do they disclose his financial 
means for the realization of his project. Often the call for bids is merely 
“cosmetics” since the customer has already concluded an agreement with a 
construction firs, and at tises construction is already in progress. 


The legal, technological and bureaucratic backlogs, contractions and 
deficiencies have thus far considerably blocked the trend toward competition. 
Competitive undertakings are regulated only by a framework of decrees which 
allow ample room for the partners to settle all those problems the solution of 
which does not justify the intervention of the law. This situation is rather 
unusual and therefore it produces a certain amount of uncertainty. 


Another probles is that certain county governments tend to strengthen the 
local monopolistic positions and wish to maintain the existing paradigm of 
connections from customer tnrough architect to building contractor. This 
is another roadblock to the unfolding of an open and fair competitive system. 


One of the panel reporters discussed the problems of the system of “head” 
enterprises, specifically those new investment type undertakings which are 
specialized in this kind of activities and have been established recently. 
These enterprises have a clientele for organizational, coordination and manage- 
ment teleconference activities, that they perform for modest fees. 


Compliance with delivery contracts is nowadays often stalled as a result of 
difficulties in the procurement of imported goods. The enterprises are ever 
more frequently invoking import difficulties as a “force majeure” in the 
non-implementation of an order. Ultimately import difficulties tend to provide 
@ pretext for any breach of contract, thus exempting the contractor from 
penalty. 


An interesting report referred to the relationship between investment costs 
and deadlines. These two most relevant indices of the productive implementa- 
tion of investments did not show any improvement during the period under 
scrutiny. 


The problem of the enterprises’ sensitiveness to costs was also discussed. In 
contrast with the thesis of a lecture delivered at the plenum, according to 
which the enterprises do not care sufficiently about costs, some panelists 
noted that this was not exact. They care much about certain cost-factors which 
are in the limelight; thus wages, representation expenditures, development 
funds and the extraordinary wage fund. But they seek compensation for their 
thriftiness in handling more liberally those cost-factors which cannot be so 
closely controlled. 


The Demands of Touriss 


The lively discussions in the tourism panel proved that the decision of the 
organizers to devote a separate penel to this problem was fully justified. 


One of the lectures trevided a comprehensive picture about the development of 
foreign tourism dur'og this year. It showed that during the ei:,ht months under 
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Surv } percent more foreign tourists arrived is sr country than curing the 
same period last year. The yield of foreign tourism was 15.6 percent higher 
in forints, but lower in dollars than last year. (The receipt in German 
marks and Austiran schillings was the same, but in dollars last year's level 
could not be reached because of the higher exchange rate of this currency). 


The ideas raised in connection with domestic tourism are also worthy of 
interest. The managers of this branch of tourism are seexing to raise the 
capacity of the domestic hotel industry. 


For the years to come the tirst priority is the building of hotels of sedium 
and cheap categories and the modernization of some of the old ones. State 


subsidy will be granted for the establishment of a few new camping places and 
such new initiatives will be promoted which do not require state investment, 
for example tourism in the villages and hot spring resorts, the utilizaticna 
of schools, abandoned buildings anc castles and mansions, which are ft istoric 
monuments, will be prodded. The cooperation of the managers of social- 
tourist institutions will be requested and the private sector involved (for 
example: paying guest services, boarding houses and private camping places) 
and the organizational and manageria) functions of tourism will be further 
improved. 


Another report discussed the problem of retail trade in the resort places. 
Forty-fifty percent of what the tourists are consuming is food. (This amounts 
to an 1l percent share in the overall turnover of the food and restaurant 
industry. In the resort areas it surpasses 20 percent.) 


Great attention was devoted to a report that summed up three years of 
experiences with a 300 million dollar Austro-Hungarian credit agreement. The 
expenditures related to the building of the Budapest Hilton and the Thermal 
Hotels on Marguerite Island and at Heviz exceeded the budget by 48 percent and 
the time of construction was 39 percent longer than planned. The Austriap 
contractors, however, complied exactly with the plans in terms of finance 


deadlines and quality as well. 


According to a panelist Hungary needed hotels of the luxury category, and 

there are still not too many of them, however, there are too few medium- and 
low-priced hotels. In July 1981 the four and five star hotels had a 30 per- 
cent share in the hotel bed capacity of Budapest; in 1962 this share rose to 
/ 


“5 percent, as a result of building some new high-category hotels; in 1963 it 
was already 49 percent and by 1964 it is expected to reach 55 percent. 


Speaking about the Hungarian transportation system, one of the panelists noted 
that as a result of the vehicle reconstruction program of the last decade and 
the development and modernization of the road network, the transportation 
facilities meet the quantitative requirements of both domestic transportation 
and foreign tourism. They would be even able to face transportation tasks of 
greater volume. However, insofar as the quality of the services is concerned, 
it leaves much to be desired, particularly during the seasonal peak traffic 
periods. 


The INFO 1983 has proved that the interest of the s.atisticians and industrial 
economicsts in economics and technicalities related to their profession did not 
decline during the last 13 years. However, it was striking that in comparison 
with earlier years less entrepreneurial protessionals attended the meeting this 


year, although the topics discussed involved indeed the business units. 
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HUNGARY 


MORE RETAIL STORES, RESTAURANTS TO BE LEASED 
Decree Issued 
Budapest MAGYAR KOZLONY in Hungarian No 43, Sep 84 pp 692-693 


[Decree of the Council of Ministers No 33/1983 (22 Sep) on Leasing Certain Re- 
tail Stores and Catering Industry Businesses) 


[Text] Section 1 

1. Legal entities (hereinafter economic organization) engaged in domestic 
trade (Section 5, Paragraph 1, of Law No I/1978) may operate their retail 
store or catering business (hereinafter business) also under a system of 
leasing it out (hereinafter leasing). 

2. To lease out the business, the economic organization concludes a civil-law 
contract with a private entrepreneur willing to operate the business (here- 
inafter the lessee). The contract gust be concluded in writing, for a pe- 
riod of not gore than 5 years. 


Section 2 
The economic organization gust conclude the contract with the entrepreneur who 
offers to pay the highest rent in publicly held competitive bidding. 


Section 3 

1. A lease may be signed only with a private individual--including also a 
civil-law partnership--who has, or is qualified to obtain, a private ser- 
chant's license for the type of business in question. 

2. The lessee may not sublet the business. 


Section 4 
The lessee is obliged to pay tue economic organization the amount of rent stip- 
ulated in the lease. 


Section § 

1. The lessee gust start to operate the business within the time limit stipu- 
lated in the lease. 

2. The lessee operates the business as a private merchant. He gay sell prod- 
ucts that fall within the trades specified in the operating license of the 
business and in the lessee's trade license. 

3. The sign of the leased business gust show, in accordance with tiie general 
regulation, the name of the legal entity that is the lessor, and the name 
of the lessee. 
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5%. Operation of a business by leasing does not qualify as subletting. 


Section 6 
1. The lessee gay buy from the economic organization the fixed capital in the 
business. 


2. In the lease the economic organization also undertakes to buy back upon the 
termination of the lease, at the lessee's request and for the current 
price, the fixed capital that the lessee bought. 


Section 7 

1. The provisions of Section 2, Paragraph 1, and of Sections 4, 5, 10 and 12- 
14 of the Decree of the Council of Ministers No 38/1980 (39 Sep), as modi- 
fied by Decree of the Council of Ministers No 34/1983 (22 Sep) apply where 
appropriate to operation of a designated business by leasing. 

2. In conjunction with the lease, the provisions of civil law will apply to 
any question not regulated by the decree. 


Section 8 

This decree becomes effective the day of its promulgation. Simultaneously 
Government Resolution 1022/1957 (19 Feb) on the Leasing of Certain State Re- 
tail Stores, as supplemented by Government Resolution No 1004/1972 (16 Mar), 
and also Decree of the Ministry of Domestic Trade No 6/1972 (16 Mar) on the 
Leasing of Certain State Retail Stores,, as modified and amended by Decree of 
the Ministry of Domestic Trade No 16/1980 (30 Sep) are hereby rescinded. 


Signed: Gyorgy Lazar, 
Chairman of the Council of Ministers 


Official Clarification 
Budapest OTLET in Hungarian 29 Sep 83 p 18 


[Interview with Dr Erno Herner, department deputy chief, Ministry of Domestic 
Trade: “Regulations Governing the Operation of Businesses Under Contract Modi- 
fied"; date and place of interview not given) 


[Text] At the end of the first half of 1983, there were 
8,057 businesses operated under contract in Hungary. This 
included 2,519 stores selling food and industrial goods, 

and the remaining 5,538 were catering establishments. Total 
turnover under this mode of operation was 10.6 billion for- 
ints during the first six months of this year, at an average 
profit rate of 11 percent. In spite of all this, there were 
no bids for half of the businesses for which competitive 
bids were invited publicly last year. 


The Council of Ministers had modified and amended some of 
the regulations governing the operation of retail stores and 
catering establishments by contracting and leasing. In the 
following we will describe the gost igportant changes, add- 
ing to them the comments of Dr Erno Herner, deputy depart- 
gent chief of the Ministry of Domestic Trade. 
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[OTLET] A decree to be promulgated and made effective in the near future will 
expand the circle of businesses that can be operated by contracting or leasing. 
Earlier this type of operation has been possible only in the cases of business- 
es operated by econogic organizations. 


According to the modified regulations, the possibility of operation by con- 
tracting or leasing has now been broadened to include procurement centers, 
clubs, the councils’ travel agencies, and other "noneconomic organizations." 


Erno Herner: Sport clubs are now able to operate their snack bars under the 
new system. The AFESZ (general consumer and marketing cooperatives] vegetable, 
fruit and livestock procurement center likewise can be operated under contract. 
The same is true of the tourist camps and gotels belonging to the councils’ 
agencies, or even of the flower shops belonging to the Undertaker Enterprise. 
Entrepreneurial willingness is expected to increase, and foreseeably there will 
be more competition within individual trades. 


[OTLET] The new decrve specifies that by mutual agreement a contract already 
in force can be extended even without publicly held competitive bidding, for a 
period not longer than 5 years from the conclusion of the contract. 


Erno Herner: Partially at the suggestion of the sinistry and due partially to 
excessive caution, the enterprise in the past concluded contracts with the ap- 
piicants usually for 2 or 3 years. Our experience shows, however, that in gen- 
eral it takes 5 years for a business to start, become known and gain accep- 
tance. 





Thus the entrepreneurs who concluded contract for 2 or 3 years are now abli to 
negotiate with the "parent enterprise® for the remaining period. If they fail 
to reach an agreement, the enterprise will of course again publicly invite com- 
petitive bids. 


[OTLET] More than one member of the same family will be able in the future to 
manage businesses under contract. 


Erno Herner: The earlier policy sometimes led to divorces. For example, the 
husband leased a restaurant, and the wife was manager of a dress shop. When 
it was decided to invite bids for leasing the dress shop, the wife had to give 
up her job or get a divorce. 


[OTLET] An entrepreneur will also be able to operate gore than one business 
under contract. 


Erno Herner: The opportunity provided by this modification is expected to be 
of interest particulacly in small communities with several small businesses. 


It may also happen that the operation, say, of a foodstore alone sight not be 
attractive. If it is combined with a small restaurant, however, the enterpre- 
neur might find the proposition gore acceptable. 


[OTLET] A new provision states that the contract say be suspended for 6 sonths 
if the coritract manager is unable to keep his store open full tige through no 
fault of his own (because of iliness, ailitary service, etc.). 
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Erno Herner: But this does not mean th.t the store will be closed. In such 
cases the iessor sight take over the operation of the store for a few sonths. 


[OTLET] There are also some stricter provisions. Thus notice to terminate is 
consicgerec accepted if the other party files no objection within § days. Asa 
temporary seasure, the court say order transfer of the business to the eco- 
nowic organ if tergination of the contract is disputed. When the contract ex- 
pires, the court say orcer the lessee to vacate the unit, and this order is en- 
forceable by exe ution. 


Erno Herner: Understandably, no” every entrepreneur prospers, and about 10 
percent of the contracts had to be terminated because the store sanagers went 
bankrupt. Settiemgent of the disputes often took sany gsonths, during which tise 
the stores were closed, to the customers’ detrisent. 


In this context it should be gentioned that gany entrepreneurs regarded their 
Gebt as the best source of credit! The 5 percent interest payable long ters 
was better than any bank loan. Today also this interest gay go as high as 15 
percent! 


Due to the stricter provisions, it will no longer be possibie for a person to 
bid who still has a debt stemming from an earlier contract ganagement of a 
business. 


\OTLET] The rules governing the filing of vouchers and bilis for the procure- 
ment of gerchandise also have been tightened. Vouchers and invoices gust have 
serial numbers and date stamps. The procurement journal and vouchers sust be 
retained for 5 years. 


Erno Herner: in the past, for exagple, a voucher sade out by che buyer was 
sufficient to prove the purchase frow a producer in the market. The sanager 
simply wrote down on a scrap of paper what he bought, from whos and for how 
guch. When the merchandise in question was sold, the buyer's voucher could be 
Gestroyed, ieaving no trace. Which of course reduced the tax liability. 


[OTLET] A restaurant operator may buy also retail the food and farm products 
for processing. 


Erno Herner: This was possible already in the past, but up to now there was 
no statutory regulation to this effect. I would iike to point out that this 
provision does not appiy to the procurement of carcass meat and, by interpre- 
tation, of alcoholic beverages. 


[OTLET) The lessee gay now buy the fixed assets from the lessor enterprise. 
The iatter gay undertake to buy back the fixed assets, at their current price, 
when the lease ceases, 


Erno Herner: If the lessee wants to buy the fixed assets but is unable to pay 
the full price immediately, the enterprise gay sell hia the fixed assets in in- 
staligents. 








[OTLET] From now on the representative of the lessor enterprise directs the 
bidding to determine the amount of rént payable. He alone determines how such 
higher the individual bids may be. 


Err.» Herner: It often happened that also "planted" bidders participated in 
the bidding. For example, A bid 2.0 million forints, B bid 2.1 miliion, and C 
raised the bid to 3.0 gwillion. The lease was awarded to C. But a few days 
later he withdrew his bid, and the next highest bidder automatically got tr 
lease. 


One advantage that the previovs lessee of a store has in bidding is that he 
gets the lease in case of a "tie." In other words, it is enough for nis to 
match another bidder's bid; he does not have to raise the bid. 
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worth o* central projects (45 percent of the planned value of zl 106.5 billion). 
fhe value of buildings handed over for use in housing cooperatives stood at 

zl 61.2 billion (73 percent of the figure planned for 1982), and their living 
area totalled 5.15 billion sq.m., against 5.63 billion sq.m. in 1981 and 

6.37 billion sq.m. in 1980, 


At the same time, with the low value of handed over projects (less than 

zl 0.3 trillion), a great number of new capital undertakings were started with 
twice as high combined value. It is true that these were for the most part 
smill projects, usually financed from the investors’ own means, but their 
poor progress by the end of the year (15 percent of total value) contributed 
to further dispersal of outlays. 


Some investors, translating the cost-estimate value into 1982 prices, tried to 
broaden the physical scope of many of these projects. Against this background, 
higher prices were also asked by builders. As a result, there was an increase 
in the value of resources needed for full completion (zaangazowanie) of central 
projects, coupled with their long gestation cycles, 


In the first 7 months of this year, the cost-estimate value of newly-started 
projects increased by zl 317.2 billion (z1 283.4 billion in January-June plus 

zl 33.8 billion in July), which, compared to the value of zl 109.1 billion in 
projects handed over during that period, means further increase in the completion- 
requirements and tied-up-capital figures. 


In this situation, it is not inconceivable that the level of capital spending 
wt in the Central Annual Plan for 1983 will be exceeded. This year's target 

of z1 960 billion was formulated in the fourth quarter of 1982 and believed 

to represent a 1.6 percent increase on the then-expected level of capital 
spending throughout 1982. However, the actual investment expenditure in 1982 
amounted to zl 1,058.6 billion, including zl 839.3 billion in the socialized 
sector of the economy. In the fourth quarter, the latter figure was believed 

to stand at 772 billion, and the corresponding plan target of 1983 was increased 
by 1.0 percent to 21 7/80 billion. 


but the problem is that the increased dynamics in investment outlays, as 
compared with central-plan provisions, has so far fafled to bring about a 
tanyible increase in the value of handed over projects. 


Shares of Construction Operations and Machinery 


Lxpenditure on construction operations has been growing faster than spending 
on machines and equipment. With the general increase in capital spending in 
the first 7 months of this year by 24.6 percent, outlays on construction rose 
29 percent and expenditure on machinery 16.6 percent. Attempts have long been 
mide to reverse this pattern. As can be shown on many examples, there are many 
buildings and premises in the economy in which machinery can be installed and 
effectively operated. As a result, planners have long called tor higher 
dynamics in machinery expenditures as compared with spending of inves tment 
construction--regrettably, to no avail. 
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In 1961, against the general yearly decline in capital spending of 22.3 percent, 
expenditures on machinery and construction operations dropped respectively 

22.9 percent and 22.8% percent from the previous year's level. A year later, 

the last two indices were respectively down 3.8 percent and down 26.7 percent, 
As compared with plan targets for 1982, actual expenditure on construction 
yperations was up 2 percent, while spending on machinery down 22 percent. 


The Central Annual Plan tor 1943 cautiously provided for the same increase in 
expenditures on construction/assembly operations as in outlays on machines and 
equipment (by 1 percent on the expected implementation of 1982 targets). But 
in the three-year plan, it is envisaged that in 1985 construction will grow 
5.9 percent while machinery purchases 8.2 percent. In light of this, the 
January-July 1983 increase of 29 percent for the former and 16.6 percent for 
the latter constitutes a glaring departure from 1983 plan targets and from 
yuidelines for 1983-1965. 


Capital Requirements for Project Completion [Zaangazowanie] and Tied Up Capital 
iZamrozenie | 
‘ ; 


it is «st.smated that the completion of all projects now under way in Poland would 
require an expenditure of the order of zl 4-5 trillion, at 1982 prices. Were it 
not for the project-halting operation in 1961, the figure would be still higher 
(by some zl 3 trillion). Assuming that the 1982 level of investing is maintain- 
ed and that all resources are spent on continued projects, their completion 
would take 5 years. If, as expected, some projects proposed for abandonment 

will nevertheless be continued after new verification, there will be a further 
extention of the period between now and the thecretical completion of under- 
takings that have already been started and not abandoned. 


Lxcessive extent of capital requirements for completion is connected primarily 
with central projects. Their cost-estimate value (without the value of projects 
handed over by the end of 1942) represents more than W percent of the total. 
ut in the plan, central projects are assigned around 15 percent of all capital 
spending. Given the 1942 level of investing, the completion of these projects 
would thus taze 109 years. 


ln current discussion on this question at the Planning Commission, it is assumed 

thut a rational level of capital requirements for completion should equal 

2 to 2 1/2 years’ investment outlays. This would indicate that, with a planned 
| of investment construction in 1983%85 of zl 0.6 trillion, the rational 

level of capital requirements for completion should not exceed z1 1,2-1.5 tril- 

lion, or be 2-3 times lower than the present one. 


ieve 


Against this background, there remain an open question of tied-up capital 
(zamrozecie). From the 1975 level of z21 0.¥% trillion, it rose to zl 0.62 
trillior tn 1976, zi O.W trillion in 198 and 1961, zl 1.11 trillion in 1982, 
and the -ecord level of some zl 1.2 trillion at the end of the first half of 
1963. As shown by 1942 statistics, more than half of tied-up capital (21 0.63 
trillion) was in industrial projects (21 0.18 trillion in the fuels/energy 
omplex, ¥.12 billion in the engineering/electric industry, and zl 0.08 billion 
in the chemicaei industry). 
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At mid-1963, the Ministry of Mining and Power Industry alone reported more than 
zl 0.21 trillion in tied-up capital (against completion requirements of 

zl 0.63 trillion). Next came the Ministry of Metallurgy and Engineering 

(zl 0.13 trillion in tied-up capital and completion requirements of zl 0.35 
trillion) and the Ministry of Chemical and Light Industries (respectively 

zi 0.10 trillion and 0.17 trillion). 


The value of unoperated machinery in tied-up capita! stood at mid-1943 at 

z1 81.4 billion--slightly less than the level of the end of 1982 (around 

zi 83.0 billion). But it was higher as compared with the previous years-- 

z1 6/.2 billion at the end of 1981, zl 53.2 billion in 1980, zl 47.5 billion 

in 1976, zl 27.2 billion in 1975. Most of unoperated machines were purchased 
abroad. They represented the value of zl 44.9 billion at mid-[figure indistinct], 
zi 48.5 billion at the end of 1982, zl 44.3 billion in 1981, zl 32.6 billion 

in 1980, zl 34.7 billion in 1978, and 17.6 zl billion in 1975. 


Inflation-Generating Structure 


An analysis of capital requirements for project completion in industry shows 
that 74 percent of the total comes from mining and early stages of processing 
(production of raw materials, intermediate materials and semi-manufactures). 
Machinery industries absorb further 16 percent. Together, as the so-called 
Group A industries, they account for 90 percent of completion requirements. 
There remain only one-tenth, or 10.4 percent to be precise, for Group B or con- 
sumer industries. This splits into 7.8 percent for the production of one-time 
consumption articles and 2.6 percent for the manufacture of durables. 


(estation cycles in Group A are much longer than in Group B. The coefficients 
of capital requirements for completion expressed in yours--or the ratio of 

comp letion-requirement value to annual investment outlays--stand at respectively 
6.4 and 3.2. Upon further disaggregation they are: 6.9 for mining and early 
stages of processing, 3.9 for machinery industries, ”’ 9 for one-time consumption 
items production, and 4.5 for the manufacture of durawies. 


Such a structure of completion requirements carries a danger of continuing 
increase in demand generated by the expansion of Sector I [capital goods] 

and Group A industries and the consequent difficulties with balancing it through 
a corresponding expansion of supply, for which purpose an expanded potential 

of Sector Il [consumer goods] and Group B industries would be more appropriate. 
lhe more so as in Sector I| there is a lopsided emphasis on new investment 
projects in fuels/energy and raw materials industries. Lagging behind are 
equipment and machine industries which are of importance for replacement and 
modernization (and for the implementation of the economies program, in its part 
concerning materlals-saving technology). The degree of physical depreciation 
of ftixed assets, which stood at 3] percent in 198), rose to &.4 percent in 
1980 and 4.9 percent in 1982. The highest figure in industry was recorded 

in the Ligh industry--44.1 percent in 1960 and 50.6 percent in 1982. 
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Sources of Finance in 1982 


According to the “Implementation of Credit Plan,” published in BANK I KREDYT 
No 7/1983, the expenditures on the financing of investment activities of 
socialized economic units (on account °f current investment-project const ruc- 
tion and obligations dating back to before 1 January 1982) amounted to 

zi 961 billion, and were covered by: investors’ own means (zl 240 billion, 
or 25 percent), budgetary means (zl 180 billion, 19 percent), and bank 
credits (zl 541 billion, or 56 percent). 


it should be explained that, according to currently-binding principles, the 
central investment projects are financed with bank credits--and not budgetary 
means. The latter were channeled to finance projects of budget-run units, 
and their share in financing projects of economic organizations was small. 


Out of the total amount of credits granted, zl 162 billion was for central 
investment projects. This figure was zl 40 billion above the level of invest- 
ment Outlays, because of the need to meet outstanding liabilities. A not-so- 
mall sum of zl 16% billion was earmarked for cooperative housing construction. 
the level of crediting here was influenced by last year's widespread practice 
of advance financing of project builder's dues. 


As a result, credit granted for enterprise investment projects totaled zl 211 bil- 
lion. This was 48 percent of outlays on these projects, or slightly less than 
the share of [enterprise] development-fund means. 


But there was a relatively small amount of credits in financing new investment 
projects of enterprise--zl 3 billion. A factor reducing the banks" room for 
maneuver here was the very high proportion of credit (83 percent) in financing 
the continued projects. 


ihe bank withdrew further crediting from 232 investment projects of enterprises 
(zi 119 billion) after questioning investor's creditworthiness. Some of these 
orolects were halted, while other ones were continually financed with investors’ 
Jd" “Bans. 


Credit Plan for 1943 


As a result of further increase in investment credits granted economic organiza- 
tions (z! 95% billion for central projects, zl 40 billion for enterprise projects 
and z1 90 billion for house construction), the level of bank credits planned 

for the end of this year stand at: zl 589.1 billion for central projects (without 
taking into account the added increase in credit caused by changes in official 
and regulated prices), z1 98.9 billion for enterprise projects, and zl 593 bil- 
lion tor house construction. 


Increase in credits comes from a balance of credits paid out and credits repaid. 
Credit pay-cuts stand this year at: z1 125 billion for central projects, 

zi 190 billion for enterprise projects and zl 1W billion for housing construc- 
tion. Credit repayments are respectively zl W billion, z1 150 billion, and 

zl 4U billion. 
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Most of the central investment projects were in the fueli/enerzy complex. At 
the beginning of this year, the cost-estimate value of credited central invest- 
Ment projects was estimated at zl 1.25 trillion (at current prices}. Sank credits 
and development tunds were to provide respectively zl 125 billion and 

216 billion. With the planned level of zl 131 billion worth of 1983 outlays, 
the average gestation cycle for these projects would be 7.6 years. The amount 
of credit used for enterprise-project financing stood at zl 65.4 billion in 
the first half of 1963 and is expected to total zl 183 billion for the whole 
year. 6ut it is known already now that added demand will be pressed on the 
Agrarian Credit Bank (BCZ) for the crediting of new and resumed projects, which 
threatens that the banks" involvement in enterprise project financing will be 
zl 25 billion higher than provided for in the credit plan. 


The share of bank credits for enterprises’ new projects was insignificant in 

the first half of 1983, just as it was in 1982. An overwhelming proportion 

of credits is still involved in continued widertakings. And a special position 
among bank-financed enterprise projects is held by the 51 former central projects 
which were recently ceded to enterprises and which are beyond financial means 

of single firms. At the beginning of 1963, their cost-estimate value was 

zl 159.5 billion, or 29.9 percent of the total cost-estimate value of enterprise 
investment projects. The share of bank credits in financing these projects re- 
presented 94.2 percent in the first half of 1983. 


Enterprises’ Own Funds 


just a5 in 1982, the development fumd will remain the main source of finance 
for socialized-enterprise projects this year. In the first half of 1953 
enterprises started zl 242 billion worth of new projects wholly financed with 
their own mans. Enterprises expect them to absorb zl 163 billion this year, 
or 67 percent of their total value. This means that gestation cycles for 
these undertakings are 3-4 times shorter as compared with continued projects. 
Purchases not connected with building services account for more than a half of 
the total cost-estimate value of new projects financed from enterprises’ own 
funds. 


An overwhelming majority of projects (nearly 7,000) have relatively low cost- 
estimate value, below zl 100 million (21 7.2 billion on the average). These 
afe a6 a rule long-postponed projects aimed at improvements in energy manage- 
ment, factory transport, goods storage, working conditions, etc. Many of them 
are planned to bring about better quality and cost reduction. This group also 
includes som of the 120 medium-scale projects, with cost-estimate value ranging 
between z] 100 million and zl 500 million. 


Another group comprises 19 projects with cost-estimate value between z1 0.5 bil- 
lion to 1 billion (z1 O71 billion on average) and 19 projects worth more than 

zi 1 billion (z1 1.44 billion on average). It cam be questioned whether these 
should be treated as projects financed from enterprises’ own means, since it is 
impossible for a single firm to accumulate so huge sums without outside assistance. 
in practice, however, enterprise funds are supplied from centrally-managed 
sectoral development fumds created by some obligatory associations and similar 
organizational structures. In some cases, these means are provided after a bank 
refusal to grant investment credit. 
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It is feared that this system of channeling centralized fumds to enterprises 

may drag the economy into excessive involvement in inf lation-generating 

apital investments. The more so as the necessary discontinuation of some 
projects meets with very tirm resistance. In concrete cases, there may app °' 
a danger of “back-door”™ financing of halted investment proejcts--with the he., 
of various kinds of centralized funds or compensatory accounts held at the level 
of natlomide enterprise, association or other organizational structures. 


lf there emerge authentic investment requirements for higher funds than am enter- 
prise can afford, these should be met to a greater degree than before with bank 
credit. For example, by increasing the supply of operating credits for some 
enterprises, the banks can enable them to earmark a greater proportion of de@yelop- 
ment fund for investment purposes. Such a policy has been pursued by banks in 
the Walbrzych and Lodz voivodships in respect to selected textile manufacturers. 


in most enterprises this year, the distributed profit and development-fund means 
are, predictably, at a level enabling their increased share in financing both 
investment projects and working capital. Banks expect the development funds to 
provide this year zl 262 million in investment funding and zl 106 billion in 
working-capital financing (as against last year’s zl 157 billion and zl 58 bil- 
lion, respectively). 


the possibility of poorly controlled investment expansion is thus equally dangerous 
as the shorlagc of funds for repair and replacement. But it is not from the small 
enterprise-financed undertakings that the greatest danger comes. It comes pri- 
marily from som central investment projects, including those which are still 
cartled on despite earlier decisions on discontinuation. This is also true 

of some former central projects enforced on enterprises. Despite the existing 
limitations and disequilibrium, big projects still stand greater chances of 

being launched than small-scale ones, even if the latter were incommensurably 

more efficient. 
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Table 2. Capital Spending by Sector of the National Economy 
(at constant prices) 
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Specification 1960 1961 1982 1983 1961 1982 — 
lst half* 1978=100 








of 


Socialized sector of 


the economy 1,339.4 996.0 839.3 424.0 59.4 50.0 
industry 482.5 351.1 W4.8 154.0 52.9 45.9 
Construction 62.0 35.1 17.8 7.9 99.7 1 
Agriculture 173.1 131.1 95.8 44,7 55.7 40.7 
Forestry 7.7 7.3 7.0 4.5 77.1 74.5 
Transport and communica- 

tions 142.5 89.3 63.6 WD .6 58.2 41.5 

--transport 132.7 8.3 56.3 -- 56.2 39.4 
--communi cations 9.8 9.0 7.3 o= 85.2 69.7 
[rade 26.6 25.6 23.7 11.9 74.4 68.8 
Municipal sector 8.8 74.0 74.6 3.2 75.8 76.4 
Housing and nonmaterial 

municipal services 267.2 202.1 #£172.3 91.5 73.0 62.2 
Science and technology 5.8 5.0 3.8 1.7 61.2 47.3 
Culture and arts 3.9 2.2 1.9 0.8 51.8 43.7 
Education 22.3 20.9 23.2 12.8 80.9 90.0 
Health care and welfare 23.4 21.1 25.1 14.0 104.2 123.7 
Sports, tourism and 

recreation 20.2 15.2 10.0 4.2 73.1 43.1 
Other 21.4 16.0 15.7 4.5 64.8 63.4 
Private sector of the 

e cono ny 211.5 208.3 218.9 _— 87.8 92.2 
ot which: 

~- agriculture 96.9 104.7 103.1 -- 104.5 103.0 
--municipal sector 1.4 1.7 1.1 -- 80.9 53.9 
--housing and non- 

materia] municipal 

services 108.8 97.1 107.9 -- 73.0 81.1 





_—_———-_ -— 2s 





——— A Al 


* at current prices 


Source: Statistical Yearbook 1983 


CSO: 2600/153 
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POLAND 


FUTURE OF NEW BANKRUPTCY LAW VIEWED BY SEJM DEPUTY 
Warsaw RZECZPOSPOLITA in Polish 6 Sep 83 p 3 


[Interview with Sejm deputy Zbigniew Zielinski (PZ2KS) [Polish Catholic 
Social Union] by Bozena Papiernik: "The Threat of Bankruptcy” |] 


[Text] We have been waiting a long time for the statute 
on reorganization of the economy of state enterprises 
and on bankruptcy, recently passed by the Sejm. The 
basic statutes on enterprises and self-governing called 
for determining the negative sides of the principles of 
the independence of enterprises and self-financing, and 
for regulating the procedure of action against sluggish 
producers. A RZECZPOSPOLITA journalist asked deputy 
Zbigniew Zielinski, who participated in the works of the 
deputy team preparing the final version of the 
reorganization-bankruptcy statute, to comment on its 
socioeconomic significance. 


[Question] Mister deputy, the statute talks both about the reorganization and 
bankruptcy of enterprises. Which element of the procedure is being 
emphasizcd? 


[Answer] The whole procedure has a certain unity and both its elements, 
reorganization and bankruptcy, are equally important. It is always better 
when preventive action brings the expected results without resorting to the 
unpleasant surgical operation to which an enterprise's bankruptcy can be 
compared. Bankruptcy involves the shattering of the enterprise's managment 
and workcrew, and the need for people to look for new employment. One can 
foresee that reorganizational procedure, which puts the enterprise's economy 
in order from within, will be more frequent than bankruptcy, which is an 
extreme measure. Nevertheless, if the law is to help shape the economy, it 
cannot be a law in appearance only. Its role cannot be reduced to a4 straw 
man, as some people called it, to a means of mobilizing an enterprise without 
a real threat of bankruptcy. 
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Question] What you are say!Mg 18 true, although it does not sound pleasart. 
How realistic is it? 


‘Answer! The laws of economy are brutal and if we want to respect them, we 
must be able to show consistency in aciion, according to the rules of the 
economic reform. For several years now I have been voicing an opinion at the 
Sejm plenary sessions that the state cannot be a benevolent uncle who 
provides funds and supplies to all enterprises regardless of whether they 
produce better or worse, or achieve high or pitiful productivity. The modest 
means which we now have at our disposal ought to go to those producers whe 
guarantee appropriate results. This is a question of the so called prope: 
allocation of the means of production; that is, raw and other materials, and 
labor reserves. The statute ought to facilitate this process. The statute 
also has an educational sense, because it is guided by the slogan: “If you do 
not move ahead, you will not survive.” 


‘Question! You have practical experience, you are the director of the 
multi-faceted enterprise “Libella,” which is well known in the capital. Let 
us therefore look at the facts which you are perfectly familiar with. What 
does the expression “the appropriate results of an enterprise” mean? 


\Anewer! In terms of the statute it means a positive financial outcome; 
namely, profit. For years on end, enterprises were accountable on the basis 
of the size of their production and material results. Now the criterion has 
changed. The goal of the statute is to bring into relief the principles of 
the economy and to make the management and workcrews of the enterprises 
sensitive to productivity results. The threat of financial losses 
constitutes, in the letter of the statute, a reason to start reorganization 
proceedings, and insolvency is the ground for declaring bankruptcy. The 
statute gives an enterprise plenty of opportunity to cure its economy with 
internal forces and it also foresees external help if there is a chance for 
regaining financial balance over a longer period of time. If, however, there 
is mo such chance, liquidation is the final resort. I believe that such 
cases will occur. We cannot indefinitely cover up the costs of mismanagement 
with eubsidies or burden the customer with them. Those who will not be able 
to cope with the tasks or will produce at costs higher than the national 
average will have to drop out. 


|\Question) Are the formulations of the statute, both with regard to the 
initiation of the reorganizational proceedings and declaring bancruptcy, not 
excessively general? This can create the danger of their overly flexible 
interpretation. 


|Anewer| The letter of the statute is not ideal, perhaps, and the deputies 
working on it had similar fears. It was necessary, however, to adopt 
formulations general enough, so that the paragraphs of the statute could be 
employed in many diverse situations in which enterprises will find 
themselves. 
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[Question] So you are not afraid that general formulations leave the door 
open for distortions not in accordance with the intentions of the statue’ 
After all, a temporarily unfavorable financial situation does not necessarily 
mean that the enterprise has no prospects for development. .. 


[Answer] I will add here that financial deterioration within a period of a 
year, two years or even longer can be included in the reckoning ahead of time 
and can be a result of a modernization of the enterprise. The calculation of 
financial results, therefore, ought to comprise periods of several years, 
because then we can distinguish depressions calculated or dictated by the 
existing state of affairs, from those situations which genuinely lack 
prospects for a way out. Thus, when results are properly calculated and the 
enterprise is appropriately managed, I do not fear that decisions will de 
taken too flippantly. 


1 see the possibility of distorting the intentions of the statute somewhere 
else. It may be that managers, in order to protect themselves or to obtain 
the aid foreseen by the statute in the form of additional loans, special 
breaks etc., will prematurely start the procedure foreseen by the statute. 
However, there is a way of dealing with it. The management may not worry 
what will become of its workcrew, but workers self-management, as the 
representation of the workcrew, provides for a true obstacle in such 
situations. 


[Question] And this, strangely enough, is being said by a manager! 


|Anewer| Such are the objective rights of self-government. The statute in 
ite full length confirms the high position of workers self-management in the 
process of management, and equips it with considerable rights, particularly 
in the state of reorganizational procedure. Bankruptcy, on the other hand, 
is more within the domain of external actions, while the reorpanizational 
process is an internal one and self-- rsagement plays in it the role of a 
partner with full rights. By its matr.+ it is interested in putting the 
enterprise's economy and finances in orcer to protect it from bankruptcy and 
its employees from dispersion. 


[Question| Let us briefly sum up the rights of self-management in the process 
of reorganizing the enterprise's economy. 


l[Anewer! First of all, self-management can take a close look at the situation 
to see if it is ripe for an internal, reorganizational procedure and whether 
by taking additional action, the procedure can be avoided, since it may lead 
to bankruptcy. According to article 8 and 9 of the statute, following a 
consultation with the bank or the chamber of finance, the worker council 
makes a resolution regarding the program of reorganizing the enterprise's 
economy, by either confirming or rejecting the program. Thus the program 
must have the acceptance of the council, which by the same token assumes 
responsibility for its realization and integrates the workcrew around the 
goals of the enterprise. 
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|\Question| This may look different in practice. .. 


\Anewer! I think that such critical situations for an enterprise, and the 
awareness that they may evoke, usht to cause people to bear in mind not only 
their own interest, but aleo the interest of their workplace, if they like 
working in it and feel bound to their colleagues and if they want to form a 


workcrew worthy of this name. 


12270 
CSO: 2600/37 
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IMPORTANCE OF BUCHAREST INTERNATIONAL FAIR STRESSED 


Preview of Exhibits 
Bucharest REVISTA ECONOMICA in Romanian Wo 39, 30 Sep 83 pp 9-10 
[Article by Ioan Georgescu) 


[Text) The present concern to improve foreign trade activities also extends 
to advanced techniques in the marketing and promoting of Romanian products for 
exportation. 


Consistent with the modernized branch structure of the economy, the 
diversification of Romania's industrial production during the past decades, 
and its more extensive participation in the world’s economic exchanges (about 
one-third of the national revenue is obtained from exportation), a greater 
need has been felt to present to foreign markets the radical changes that have 
occurred in our country's exportation offerings. At the same time, the 
conventions and standards of international trade now demand an exportation 
promotion activity based on the professional use of mass communications, 
graphics, design, and of course, sustained marketing. 


Wext week, Bucharest's modern exhibit hall will once more open its doors to 
the Ninth Bucharest International Fair, which has been held annually in recent 
years. 


As part of the general nature of the fair, particular attention is devoted to 
machinery and tooling, industrial equipment, means of transportion, and 
chemical products, in keeping with our country's exportation program. (it is 
well known that by 1985, the machine building industry together with the 
chemical industry intend to cover about 60 percent of the value of Romanian 


exports). 


The groups of products with which domestic and foreign companies have ooted to 
participate are: metal processing machine-tools, fine machining, measurement 
and control instruments, optics, telecommunications installation, equipment, 
engineering, Studies, and licenses, electrical equipment, electronics, 
automation, power generation, nuclear technology, ship and harbor 
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construction, metallurgy, @ining, gas, and 011 industry, chemical industry, 
pharmaceuticals, cosmetics, rubber and plastics processing industry, wood and 
furniture industry, cellulose, paper, a$ well aS construction materials. The 
light and food industry will present textiles and clothing, leather and 
leather goods, shoes, aS wel. aS glassware, porcelain, and tile oroducts. The 
consumer goods to be shown are: automobiles, motorcycles, scoot*rts, bicycles, 
household appliances, home electronics, muSical instruments, photographic 
cameras and materials, hanouade and factory made rugs, crafts, nousehold, 
sports, tourism, and recreation goods, raw and processed agricultural foo 
products, soft and alcoholic drinks, household chemical products, cosmetics, 
pharmaceuticals, aS well aS a number of raw materials and basic materials such 
as dental products, other basic materials for chemistry, pharmaceuticals, and 
cosmetics, 0118, iubricants, paraffins, and artificial fibers. Equipment for 
producing consumer goods and services will be represented by: equipment for 
the food industry, agriculture, forestry, packaging, furniture, aS well as 
equipment for spas, tels, motels, restaurants, and commrcial units. 


The interest shown in Pomania'’s export offerings, and the possibilities for 
making useful contacts and transactions, t.ave brought TIB a stable, consistent 
participation, and a high level of internationalization. The present TIB will 
thus house the official booths of 25 countries: Austria, Australia, Bulgaria, 
Canada, Cuba, Czechoslovakia, Egypt, the Philippines, France, Greece, RFD, 
GDP, Italy, israel, Japan, Yugoslavia, Jordan, iran, Pakistan, Poland, the 
United States, Turkey, USSR, and Zimbabwe. 


Actually, the number of participating countries is larger, since many 
industrial and commercial companies of international reputation are 
maintaining individual displays. Among these are: Pank Xeros (England), 
Phode und Schwart, Friedrich Wilhelm, Cheminst ‘Austria), Atomic Energy of 
Canada Ltd--AECL--(Canada), Applied Research Laboratories--ARL, Maschinen 
Export und Finanz AG (Switzerland), Comptoir de Commerce international--(CCl), 
Telemecanique (France), Mannesmann-Rexroth, Mark “FRG), C. Itoh, Akai, 
Mitsubishi (Japan), Unilever, Peja-Export, Philips ‘Holland), Bioton ‘Greece), 
and so on, for a total of more than 450 foreign companies from 39 countries. 
Romania's exportation program at the present TIB, presented at the stands of 
44 foreign trade enterprises includes representative products from the export 
offerings of more than 609 centrals and industrial enterprises, scientific 
research and technical engineering institutes, and joint companies for 
production and sales. 


A characteristic note for Romania's participation in this year's fair, is the 
great novelty of the products oeing shown, their higher technical level, and 
the large diversity of the industrial areas involved. For instance, 

70 percent of the goods presented by most of the branches of the mach‘ne 
building industry are new compared to the preceding TIB. 


Under these conditions, it is certain that the visiting Specialists and 
businessmen will find the fair most interesting. 








ICE New products Improved products Renewal 


Autoexportimport 35 % 42 % 77 % 
Autodacia 22 78 100 
Universaltractor 28 22 50 
Industrialexportimport 42 43 85 
Mecanoexportimport 39 23 62 
Masiniexportimport 53 17 70 
Electroexportimport 34 26 60 
Textile Machinery Central 84 10 94 
Uzinexportimport 79 10 89 
Romenergo 38 39 77 


AS a preview, the motor vehicle industry will present at the ICE (foreign 
trade enterprise) Auto Dacia new, 1983 car models (Dacia 1320 sedan and 

Dacia 1320 station wagon, Dacia 1310 diesel, Dacia 1304 pickup, Dacia 1420 
sports car, and Dacia 1304 panel truck). The line of all-terrain vehicles 

ARO 10 is represented by four new and improved models, and the ARO 240 line is 


represented by five diesel or gasoline models, including a six-cylinder deluxe 
model. 


A large variety of transportion vehicles is shown by ICE Autoexportimport: 
trucks, trailers and semitrailers, container trucks, with engines of 
133-360 hp for very different types trucks, utility vehicles, and heavy 
equipment. Of interest are the heavy vehicles made by the Mirsa mechanical 
enterprise: 30-ton dump trailer, 30-ton cement semitrailer, 550-hp tracked 
bulldozer, refrigerator truck, concrete truck, and large capacity (over 
30,000 1) trailer tank. 


The Autobuzul enterprise is showing new types of all purpose vehicles with 
improved technical and design specifications: vans, microbuses for trucking 
and urban transportion, pickups, special automobiles, highway buses, deluxe 
tourism buses, and trolley buses. 


Still in the transportion field, are the items shown by the National 
Aeronautics Center: helicopters, gliders and motorized gliders, small and 
light planes, aviation engines, electronic and hydraulic equipment, testing 
equipment, and so on. 


ICE Navimpex is presenting models of the ships currently being built by 
Romanian shipyards: cargo ships, tugs, liners, tankers for various purposes 
(vegetable oils, grain, oil), aS well as many service and harbor maintenance 
vessels (coastal ships, supply ships, floating cranes, and so on). 


As usual, the flag carrier of the fair will be a drilling installation built 
at the well-known Ploiesti plant 1 Mai, in this case the F-125 installation 
with drilling specifications equal to the highest in the world. ICE 
Industrialexportimport also presents the mobile drilling installation FP-50-2, 
mounted on a mining equipment motor vehicle (front icading, coal face drilling 
installation, coal dehydrating installation), chemical equipment, industrial 
fittings, reducers, ventilators, couplings, and so on. 
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ICE Uzinexportimport, another representative of comprehensive exportation, is 
showing models and equipment for plants and production lines in the food 
industry (milling, baking, milk processing, meat processing, canning, 
measuring and bottling lines, refrigeration technology), for she cement 
industry, for shipyards, and so on. The models represent a number of 
objectives built abroad and turnkey-delivered by Romanian enterprises. 


ICE Mecanoexportimport will be present with new types of high power, 
multi-function tooling produced by the enterprise Progresul of Braila (a 
multi-function earthmover machine which operates as loader, excavator, 
bulldozer, compressor, vibrator, forklift, clamshell), new types of 
excavators, new types of compressors and electric compressors built by the 
enterprise Timpuri Noi of Bucharest, an electric forklift, electric carts, 
pallet handlers, and cranes made by the Dr Petru Groza Mechanical Enterprise, 
turbine blowers, hydrodynamic and hydromechanical transmissions manufactured 
by Hidromecanica of Brasov, as well as railway cars and locomotives built by 
the enterprises Vagonul of Arad and 23 August of Bucharest. 


The attention devoted to advanced technology is also reflected in the way in 
which products are shown in at TIB: the core of the central hall A was thus 
reserved for computer technology and automation equipment. 


Along with the recent achievements of the computer industry--the CE 109 M, 
Coral, and M-18 computers, and the M-18& minicomputer--the fair will also 
present computer controlled systems at the booths of the Central Institute for 
Machine-Tools, Electromechanics, and Ele-tronics. The range of computer and 
automation products being offered is completed with tape printers, disc 
memories, card readers, tape drives, and professional electronic components. 
For industrial automation systems, the fair is showing the lines Numeron, 
Ecarom, Telerom, Tetarom, as well as translators, servomotors, and so on, as 
part of operating systems. 


With a new item ratio of 70 percent, ICE Masinexportimport is presenting a 
very extensive line of high precision and high yield, specialized and 
universal machine-tools. These are the Diamanta boring machines with high 
precision supports, built by the Bacau Machine-Tool Enterprise, the high 
precision and the fine machining lathes manufactured by the Arad Machine-Tool 
Enterprise, the programmed milling machine and the vertical processing center 
made by the Oradea Machine-Tool Enterprise, and the lines of specialized 
machines for the automobile industry built by IMUA (Machine-Tool and 
Aggregates Enterprise) of Bucharest, IMU (Metallurgical Equipment Enterprise) 
of Arad, and IMAMUS of Iasi. 


The entire second floor of the central hall was reserved for Romanian and 
foreign chemical industry products. Romania's chemistry, represented at the 

- fair by the specialized foreign trade enterprises ICE Chimexportimport and ICE 
Danubiana, has increased its exportation volume by a factor of 13 in the past 
15 years, together with restructuring this exportation toward highly processed 
products (both ICE's hold the international prize for quality--the Gold 
Mercury). At the same time, it is a matter of legitimate pride that 

90 percent of the technology used in the chemical industry during the past 
decade is based on Romanian research and projects, implemented in 
installations that are also of original design. 
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Romanian chemical products, well regarded on the 110 foreign markets to which 
they are currently exported, have received in recent years 50 gold medals at 
various international fairs and specialized expositions in various countries. 


The more than 1800 production capabilities placed in operation in this branch 
since 1965, lend Romania's chemistry an outstanding potential (contributing 
15 percent of the country's total industrial production). Compared to the 
world average production per inhabitant, Romania's production is 6.96 times 
greater for butanol, 4.8 times for phenol, 4.06 times for phtalic anhydride, 
4.14 times for acrylonitrile, 2.6 times for sulfuric acid, 12.7 times for 
ammonia, 4.57 times for caustic soda, 7.2 times for calcined soda, 5.84 times 
for nitrogenated fertilizers, 7.i times for superphosphates, 3.53 times for 
synthetic rubber, 5.17 times for cellulose fibers, and 4.23 times for PVC. 


Particular attention is devoted to increasing the value derived from raw 
materials through development of fine synthesis, low-tonnage chemistry. The 
products made by the Industrial Central for Pharmaceuticals, Cosmetics, Dyes, 
and Lacquers are highly esteemed on foreign markets. Currently for instance, 
pharmaceuticals alone add up to more than 800 varieties for human consumption 
(antibiotics, vitamins, chemotherapy) fabricated in four specialized 
enterprises in Bucharest, Iasi, and Cluj-Napoca. 





The 1985 production of pharmaceuticals, detergents, and cosmetics is expected 
to be three times higher than that of 1980. In addition to the well-known 
Romanian pharmaceuticals Gerovital, Aslavital, Tropofar, Ulcosilvanil, Boicil 
forte, and Covalitin, the fair is presenting the new products Apilarnil, 
Apilarnil-Prop, Piafen, Ergoceps, Cornhidrol, Progesteron retard, and 
Clortrimasol. New cosmetic items are the complete lines for complexion care 
and treatment, Miss, Otila, and Acanta, the hair care line Lyss, as well as as 
the Arlechin makeup and lipstick. 


The production of synthetic fibers and filaments, currently oriented toward 
acrylic fibers, polyamide fibers and filaments, polyester fibers and 
filaments, and polypropylene fibers, is based on original processes whose 
technical level is comparable to the best in the world (hygroscopy, feel, low 
electrostatic charging and flammability, good whiteness). For instance, the 
use of Relon fibers has diversified constantly extending from silk-type 
continuous fibers, textured fibers, technical fibers for cords, carpet fibers, 
to polyamide granules for castings. With a production of synthetic fibers and 
filaments of 7 kg/inhabitant--exceeding by far the world average of 

3 kg/inhabitant--our country has a large exportation potential. Por instance, 
the international cooperation achieved in this area by the joint company 
Rifil, is a good commercial reference for the quality of Romanian fibers and 
filaments. 


Another success for ICE Danubiana is the Romanian synthetic rubber and the 
tires exported under the brands Victoria and Danubiana. The strong 
development and diversification of the industry for means of transportion has 
made great demands on this sector, which in recent years has manufactured 
tires for cars, heavy trucks, buses, trolley buses, tractors, combines, 








airplanes, and so on. The ICECHIM (Central Institute for Chemical Research) 
formulation of an original technology for ethylene-propylene-diene terpolymers 
has made it possible to obtain new types of high quality synthetic rubbers for 
the most diversified technical products. Based on domestic research, 
Significant progress has also been made in developing polyurethanes 
(intermediate polyesters, polyesters, flexible and rigid foams, synthetic 
leathers, and so on). 


The increased degree of oil processing through the Chemification Program, will 
lead to higher quantities of basic products, such as ethylene, propylene, 
benzene, styrene, octanol, phenol, and acetone, as a condition for the 
continued development of the petrochemical industry. 


The chemical industry is currently producing a large variety of lacquers, 
paints, enamels, with modern lines of dyes being shown for synthetic and 
artificial fibers and filaments, as well as special dyes for PNA fibers. 
Among the new lacquers and paints are those formulated for the Oltcit and the 
new Dacia car models, electrical insulating lacquers, special paints for 
constructions, and so on. We cannot conclude the description of the chemical 
section of TIB without mentioning the exceptional quality of the presentation, 
the fine design of the stand, and the pleasant environment created for the 
products. To which we can add the special graphics of the publicity 
materials. 


Romania's offerings at TIB are certainly much more extensive, as we have shown 
above. In future issues we will discuss the presentations of the other 
branches and sectors at the fair: the light industry, the forestry and wood 
processing economy, constructions and construction materials, agriculture, 
Scientific research, culture, cooperative production, crafts, and so on. 


The examples of the exportation program for the two largest groups of Roma xian 
exported products ‘machine construction and chemistry) illustrate the great 
achievements obtained by our country under the leadership of the RCP in the 
past decades, aS well as the wish of the Romanian organizers to open new 
perspectives for a more intensive economic collaboration and cooperation with 
an even larger number of countries on all continents. 


Success ci Romanian Displays 
Bucharest PEVISTA ECONOMICA in Pomanian No 41, 14 Oct 83 pp 11-12 


‘Article by Ioan Georgescu] 


(Text) Yesterday, the doors were opened on the Ninth Bucharest International 
Pair--the major international show hosted by our country. As a summary of the 
most important economic achievements that have occurred since the last fair, 
Pomania’s participation in TIB nas once more generated a lively interest among 
the hundreds of thousand visitors: businessmen, technical specialists, 
journalists, aS well as a large domestic and foreign public. 














The significance of this gathering of more than 1000 Romanian and foreign 
exporting companies from more than 30 countries, reaches beyond direct 
commercial interests--importation and exportation transactions--and 
international cooperation, with TIB becoming a major instrument for direct 
economic information about the new achievements and significant restructuring 
of Romania's exportation offerings from one year to the next. 


For those of our readers who could not visit the fair on 6-13 October, we will 
attempt to briefly describe some aspects of the consumer goods offered by 
Romania at this year's fair (the means of production being offered at TIB were 
described in issue 39/1963 of this magazine). 


The consumer goods industry was well represented at TIB by the most diverse 
sub-branches, with products of the highest technical and functional level, and 
of the best taste and originality. 


Amounting to 27.3 percent of our country's total exportations (the 19861 level 
of exported light industry and agricultural food products), consumer goods 
have become consistently more competitive on foreign markets, with Romania's 
offerings being comparable today to those of any reputable foreign company. 

In this respect, we will note the exceptional quality of such groups of 
products as furniture, ceramics, interior decoration goods, leather and shoes, 
clothing and knits, textiles, rugs and crafts, cosmetics, canned goods and 
processed meats, vegetables, honey, wines, and so on. 


Of the more than 24,000 items presented by the light industry, more than 
80 percent are new or improved products, reflecting dynamic creativity, 
fashion awareness, and concern for greater product attractiveness and 
functionality. 


At the booth of ICE Romanoexport, the textile industry presented new fabrics 
of natural fibers and blends, with improved properties obtained through new 
technologies that reduce weight and improve finish, elasticity, sheen, and 
touch. The magnitude of the renewal process is evident when we consider that 
during this year alone we will produce about 70,000 new items, models, 
designs, and color patterns. The achievements of the textile industry are 
based on the large investmentments being made in this sector, and the original 
technologies being formulated by the Design Institute for Light Industry 
Technologies, which is well known both here and abroad for its products. 
During 1982 alone, for instance, 43 new units (or departments) were placed in 
operation: the Lupeni Silk Mill, the Panciu Knits Enterprise, the Plaminzi 
and Baia Mare cotton spinning mills, new production capabilities at Industria 
Linii in Timisoara, at the Gheorghieni Upholstery Pabric Enterprise, at the 
Alba Iulia Pile Carpet Enterprise, and at the Nehoiu Knits Enterprise, as well 
as new spinning mills at Abrud, Isaccea, Murgeni, and Darabani. 


The orientation toward better exploitation of domestic raw materials and 
qualification of the work force in local traditions, can be seen in the 
continued development of these sub-branches, and in this years’ start of a 
hemp mill at Palticeni, a reusable materials processing department at the 
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Proletaru enterprise in Bacau, a department for sorting and preparing reusable 
materials at the Timisoara Textile Enterprise, and of an enterprise for 
non-woven textiles in Rimnicu-Vilcea, which exploits new sources of raw and 
secondary materials. At the same time, the start of the Horezu Upholstery 
Fabric Enterprise, and the development of the pile carpet facilities in the 
town of Siret, and of the felt facilities in Prejmer, Buhusi, Timisoara, 
Brasov, and Sf Gheorghe, exploit the local experience and traditions of crafts 
production. 


The cotton industry centrals in Arad, Iasi, and Bucharest displayed at the ICE 
Romanoexport stand white, printed, combed, and carded fabrics, and a wide 
range of finely printed interior decoration products. The Knit Industry 
Central presented a broad selection of good quality wool and cotton knits for 
all ages. 


The collection of fab ics from the Wool Industry Central, which every year 
acguires 500 new items in more than 12,000 color patterns, included quality 
items under the brands Dorobantul of Ploiesti, Carpatex of Brasov, and 
Libertatea of Sibiu, all of which stamp their products with the trademark of 
international reputation, Woolmark. The 45 enterprises of the Silk, Linen, 
and Hemp Central were represented by a broad range of silk fabrics, printed 
decorative fabrics, and upholstery fabrics, all of them reflecting fashion 
awareness and concern for quality. 


Based on such solid raw materials foundations, the clothing industry has added 
the distinctive note of creativity and faultless execution of the Confex 
brand, to stand out through the exceptional quality of its wellknown products 
that are esteemed in the more than 50 countries to which they are currently 
exported. 


The leather and shoe industry, which also exports its products to tens of 
countries throughout the world, presented at the ICE Arprimex booth a good 
range of products--footwear for all circumstances, new models of leather 
clothes and fur coats, and various leather goods reflecting an elegant and 
tasteful design, unquestionable quality, and respect for the name brands of 
plants with good traditions in Bucharest, Timisoara, Cluj-Napoca, and Sibiu. 


A diversified display of glass, porcelain, and tile products complete the hall 
of the light industry. Although no longer considered as novelties, Romanian 
crystal, Romanian porcelain, the Murano and Galle style glass products, and so 
on, Still reflect at the present TIB the new designs introduced in this 
sector. The same is true for household products and toys, which demonstrate 
the interest in a systematic approach to product design, so as to facilitate 
integration into the highest requirements of the domestic and foreign markets. 


During the visit of the country's president, Nicolae Ceausescu, the light 
industry was asked to continue to increase and diversify production in order 
to fully satisfy the existing demand for the domestic market and for 
exportation. 











A Vast mov 1t of renewal and diversification is also reflected in the wood 
processing and construction materials sector. The introduction of new 
furniture models based on new standard dimensions, the standardization of 
components and panels, and the application of new finishing technologies, will 
economize nearly 2 million cubic meters of wood during this year, thus 
@llowing an additional production for exportation of more than $14 million. 


The furniture samples presented at the ICE Tehnoforestexport booth, such as 
the Louis KV bedroom, the Trianon dining room, and the Nevada colonial 
bedroom, are good illustrations of this new promotion of a matte finish, of 
the fabrication of multifunctional units (such as the Lutzern unit, combining 
a “itchen and living room), and of the design of unified units (such as the 
Linda models of living rooms, dining rooms, and bedrooms). 


in the area of construction materials, ICE Vitrocim displayed bathrooms 
completely decorate? with tiles handmade by designers and artists, new models 
of bathroom equipment, carpets, and fittings of modular design, aimed at 
reducing weight while improving the functional and esthetic aspects of the 
products. Particularly attractive are the new models of prefabricated wood 
Cabins: Agapia, Tomis, and Narcisa, which are well received abroad. 


Enescu upright piano, in which technical quality is blended with the elegant 
lines of the finish. 


The small and crafts industry was present with clothing of Romanian folk 
style, and with smali-run furniture and interior decorating items of 
exceptional quality, most of them being handmade ‘clothing, rugs, wood 
Carvings, ceramics, metals, weaves, pottery, and so on). Particularly notable 
is the ICECOOP exhibit in hall T, whose environment (booth design) as well as 
quality of products ‘furniture style, signed ceramics, rugs, embroideries, 
crafts items, wrought iron) reasserts the traditions and prestige of crafts in 
our country. 


AS a reSult of these exportation offerings, many import-export contracts were 
Signed before the closing of the fair. By the time of our deadline, the first 
days of the fair created an intense commercial activity crowned by many such 
contracts. 


Most of these certainly cover product groups of the machine building industry: 


Por oll equipment, an area in which Romania is second in world exportation, 
and which includes o1. installations, roller bits, cement installations, and 
casing heads, contracts were signed with USSF, GDR, Albania, Poland, 
Bangiadesn, Egypt, and iraq. 


Por automobiles, trucks, tractors, agricultural combines, and subassemblies, 
contracts were signed w.th companies in Argentina, Austria, Finland, Cuba, 
Gor, USS?, Egypt, Turkey, and iraq. 


Por high voltage electrical equipment, and electrical installation tooling and 
components, with companies in Egypt, irag, and GDR. 














Por electric motors, light sources, computer equipment, home electronics, 
active electronic components, geophysical instruments, machine-tools, and 
accessories, with companies in USSR, GDR, Poland, Hungary, the United States, 
Turkey, and Bulgaria. 


For railway rolling stock and spare parts, naval equipment, cranes, and 


construction tooling, with companies in Cuba, USSR, Czechoslovakia, GDR, and 
Argentina. 


For steel products and metallurgical raw materials, with companies in 
Chechoslovakia, FRG, Japan, the United States, Turkey, England, Switzerland, 
and USSR. 


For chemical products (chemical fertilizers, petrochemical products, dyes, 
pharmaceuticals), with companies in Austria, Switzerland, France, Finland, 
Japan, Yugoslavia, Bulgaria, India, Algeria, the United States, and Cameroon. 


For furniture and wood products, with companies in FRG, France, England, 
Sweden, and Saudi Arabia. 


For light industry products, textiles, clothing, shoes, and so on, with 
companies in the United States, Italy, GDR, FRG, Norway, USSR, and Finland. 
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YUGOSLAVIA 


ECONOMISTS SCORE 1984 RESOLUTION AS BASED ON RESTRICTIONS 
Zagreb DANAS in Serbo-Croatian 4 Oct 83 p 22 


[Excerpts] It does not often happen that the most well-known Yugoslav 
economists show such agreement on the most important questions which at 
present confront the country's economic policy, as happened at last week's 
meeting of the Federal Economic Council. The general assessment was that 

we have become so accustomed to an economic policy based on restrictions 
that it is becoming a way of thinking and of public action. This has neces- 
sarily led to a system of requisitioning, prohibition, and egalitarianism 
(Miljko Trifunovic [said]). In connection with this it was heard that the 
basic problem is the proposed resolution on economic policy in 1984 which 

as a concept is completely unacceptable (Marjan Korosic) because it offers 
restrictions and prohibitions as the major tool of a “command economy.” 

The old question is reopened: how is stabilization [to be understood] with 
a zero rate of growth (since it is estimated that this year it will be minus 
1 percent and in 1984 plus 1 percent). In addition, there is the question 
of how to understand a further reduction of investment by 19 percent (20 
percent in 1983), a 3 percent increase in employment, a 2 percent decline in 
productivity and 5.5 percent reduction in real personal incomes. 





The fact that along with these unfavorable indicators, a 3 percent increase 
in employment is planned shows that this resolution is also a social pro- 
gram. The result of such a program--the further decline in labor produc- 
tivity, destimulation of workers, will lead again to a leveling [of carnings] 
(Radovan Milanovic). Because of this, among other things, the view was 
clearly brought out that any stabilization program must contain a selective 
mechanism for investing (Ksente Bogoev). 


In what way are requirements for introducing real economic categories 
brought out [in the resolution], [categories] such as amortization, capital 
gccumulation, dinar circulation, or real (economic) rent (Dragomir Vojnic). 
In order to bring this about, a number of measures are needed, some of 
which are urgent and about which there should be no dilemma or delay (Kiro 
Gligorov). It is above all a question of basically reforming prices, 
introducing a foreign exchange market, establishing the criteria in 
creating and distributing income, and selective reprogramming of debts. 
Because of the dilemma surrounding these questions, most of the criticism 
by almost all participants in the discussion was directed to the text of 


128 

















the resolution. They insisted that these measures must be known by the end 
of the year in order for the economy to know what to calculate for next 
year. 


There was general agreement also on the need to introduce a foreign exchange 
market about which there were also entirely new proposals (Ante Cicin-Sain). 
This involves the so-called “organizing of a foreign exchange market” in 
which the rules of the game would be well known in advance. It was said 
that without this market there can be no market of any kind. The economists 
noted that the question of prices is being publicly interpreted as a ques- 
tion of responsibility and morality of business people (Zoran Pjanic). In 
so doing it is forgotten that higher prices are the logical desire of busi- 
ness people insofar as the position on the market directs them to this. 
Conditions should be created so that [prices] do not depend on their desires 
but on the force of the economy (Branislav Soskic). Another question is how 
economic laws can be respected when there is 60 percent inflation (Ivo 
Fabinc). 


Sharp criticism was made of the possibility of proclaiming a moratorium on 
internal debts. Only the debts of economically sound investment projects 
should be reprogrammed, because all others would have to be financed from 
primary issue (Neven Mates). 


The biggest surprise was the orientation of those who proposed that interest 
earned on dinar savings above a specified amount should be taxed. These 
[interest rates] are now three times lower than the inflation rate which 
means that savers are voluntarily renouncing part of their money. Conse- 
quently, this proposal did not get much attention. 


The general conviction of the participants was that there is not yet suf- 
ficient readiness for deep changes in the economic system and policy. 
Demands were heard for -hanges in the political sphere without which, it 
was said, economic changes cannot be implemented. 


An unusual amount of attention was devoted also to problems of economic 
organization, especialiy large technical and technological systems, which, 
it was said, it is absurd to apply to our modern realities; [much attention 
was also iven to! the role of basic work organizations on the market. 


The critics of the 1984 resolution ocsi expressed the major point in formu- 
lating the resolution when they said that our economy is a sick person who 
weakly reacts even to strong doses of well-administered therapy. 


CSO: 2800/78 
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YUGOSLAVIA 


MONETARY CREDIT POLICY DATA FOR 1984 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 26 Oct 83 p 9 
[Article by Lj. B.: “Election for Priorities") 


[Text] The money supply in 1984 could be 20.5 percent greater than at the 
end of September if the envisaged 27-percent nominal growth of the social 
product is realized. Total net domestic assets of all banks, aside from the 
effects of changes in the dinar's rate of exchange, could increase by 10.3 
percent at the most. Within that framework total bank lendings could in- 
crease as much as 13.8 percent, while dinar lendings would be allowed a rise 
up to 16.3 percent. It is also assumed that there would be about 95 billion 
new dinars from primary note issue, and total deposits would be up 16.9 per- 
cent (dinar and foreign exchange). A minimum rate of interest of 18 percent 
would be introduced as of the beginning of next year on all lendings of com 
mercial banks. 


Put most briefly, this is the framework of monetary-credit policy for 1984, 
so “calculated” as to support achievement of the basic goals of the offensive 
approach to socioeconomic development in the coming year. They are also con- 
tained in the draft of the order on the goals and tasks of joint note issue 
and monetary policy and the joint bases of credit policy in 1984, which has 
just been submitted together with the draft of the resolution to the dele- 
gates of the SFRY Assembly. There is no question that this is an important 
accompanying document which further concretizes conditions for economic ac- 
tivity in the coming year and makes them more certain. 


Restrictions 


What, then, will the economy be able to count on with respect to note issue 
policy and monetary and credit policy? Put most succinctly, priority will 
have priority in their measures as well as in the business policy of the 
banks. Thus within the framework of the envisaged growth of bank lendings 
absolute priority will go to the financing of exports to the convertible 
area, production and preparation of goods and services destined to go abroad, 
production and inventories of the basic farm products and foodstuffs, and 
formation of the necessary reserves of those products, and finally, to the 
production of energy and other raw materials and production supplies replac- 
ing imports. To that end it has been provided that the National Bank of 
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Yugoslavia prescribe in 1984 a restriction on the volume and growth rate of 
bank lendings which will apply to all, except that the policy of restrictions 
will be conducted on a differentiated basis by types and in conformity with 
the priorities. 


Taking this commitment as its point of departure, the draft of the order pro- 
vides among other things that the investment credits of the banks in fixed 
capital may not increase beyond those credits as of 31 December 1983, and 
amounts collected on those previously granted shall be committed exclusively 
to the priority purposes. However, the restrictions do not apply to bank 
lendings made from the resources of the Federal Fund for Credit Financing the 
Faster Development of the Economically Underdeveloped ... for renewal and 
construction of earthquake disaster areas or from the supplemental and spe- 
cial funds used for the faster deveiopment of SAP [Socialist Autonomous Pro- 
vince] Kosovo. Nor will there be restrictions on lendings for the credit fi- 
nancing of exports of equipment and ships and for performance of work on con- 
struction projects abroad. 


The National Bank of Yugoslavia will be able to regulate the growth of other 
lendings on a differentiated basis, in conformity with the policy governing 
their growth and the available limits for the growth of total lendings. Sub- 
ject to the requirement that the highest priority treatment must be given to 
lendings for export transactions and for the production and inventories of 
basic farm products and foodstuffs. 


To Whom Will Primary Note Issue Go 


The additional amount of primary note issue is almost entirely intended to 
meet the needs of the economy. It will first be committed to the purchase of 
short-term transferable securities issued by economic organizations to their 
internal banks representing transactions in selling goods and rendering ser- 
vices within the country as well as for credits to banks on the basis of 
those securities. Realization of selective goals and tasks in 1984 will also 
be maintained through primary note issue, which is to be done by a monetiza- 
tion of securities that would have selective features. 


Again in the coming year support will be given to those purposes set forth in 
the Social Plan covering the period up to 1985 and which were in effect this 
year--beginning with exports and running to the sale or purchase of domestic 
equipment, ships and rail vehicles on credit within the country and importa- 
tion of the most important products (raw materials) from the developing coun- 
tries and from certain currency areas. In addition, the draft of the order 
provides that a portion of primary note issue is also to be used for credits 
to the banks on the basis of definitive sale of foreign currencies of indi- 
viduals. These resources, however, will be very limited in view of the needs 
of the economy in those lines of development which have priority. 


Incidentally, primary note issue will first be used, under more ‘favorable 
terms and conditions than those that apply to other selective purposes, for 
the production and preparation of goods and services for export, for actual 
exports, as well as for the production and inventories of basic farm products 
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and foodstuffs and for formation of reserves of those products. The use of 
note issue for imports will be regulated restrictively, and its support wil! 
be given only to imports of the most important products (raw materials) from 
the developing countries and from certain currency areas and in accordance 
with special lists. The terms and conditions of this kind of use of note is- 
sue will be les: favorable than other purposes with respect to the rediscount 
rate. 


To tell the truth, if the size of primary note issue is not sufficient for 
all purposes, the necessary amount of resources will be furnished primarily 
for export transactions, for production and inventories of basic farm prod- 
ucts and foodstuffs, and for coal inventories. It will not be possible to 
use primary note issue, according to the draft of the order, to build up in- 
ventories of goods held in order to create artificial shortages and pressure 
on prices. Should this occur, the resources of the banks or those products 
will be kept from the organizations holding those inventories, and use of 
pricary note issue on that basis by the banks will be stopped. That will 
also be the fate of all those who purchase basic farm products and foodstuffs 
otherwise than under the agreement on the organized purchasing of those prod- 
ucts. 


The draft of the order also insists on tightening the responsibility of the 
banks for regular performance of obligations within the country and abroad 
as a4 precondition for use of primary note issue. In 1984, the draft of the 
order provides, the gradual bringing of interest rates into conformity with 
the rate of inflation will continue. The proposed minimum interest rate of 
|\® percent will be adjusted by at least onm--third of the difference between 
that rate and the rate of inflation occurring in 1983. As an exception it 
would be adjusted by at least one-fifth of the difference with respect to 
credits which commercial banks extend from their own resources for certain 
priority purposes. 
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YUGOSLAVIA 


SMOLE DISCUSSES IMF CONDITIONS, COMMODITY CREDITS, LIQUIDITY 
Belgrade PRIVREDNI PRECLED in Serbo-Croatian 29-3! Oct 83 op 1, I! 


[interview with Janko Smole, member of the Federal Executive Council and 
chairman of the Coordinating Body for Implementing the Package Program for 
Financing the Deficit in the Balance of Payments and for Maintaining the 
Country’s External Liquidity, by Slobodan Tanovic, PRIVREDNI PRECLED editor: 
“Strong Levers for Accomplishing a Change of Virection"; date and place not 
specified] 


(Text! Janko Smole, member of the Federal Executive Council and chairman of 
the Coordinating Body for Implementing the Package Program for Financing the 
Deficit in the Balance of Payments and for Maintaining the Country's External 
Liquidity, kindly responded to the request of the editors in making the fol- 
lowing answers to the questions of our editor Slobodan Tanovic. 


[Question] Remarks have been made in the world public, especially from coun- 
tries burdened with high external debts, that the requirements being imposed 
by the International Monetary fund when it extends credit and also with re- 
spect to the conduct of economic policy are difficult and rigid. What has 
the Yugoslav experience been in the dialogue with the IMF? 


lAnewer| it is a characteristic of the present period that large foreign 
credits cannot be obtained without the International “Monetary Fund. The 
causes of this should be sought in the liquidity crisis and in the high level 
of debc of the developing countries, which runs to some $7909 billion. Under 
those conditions commercial banks are not will‘ag to enter into further trans- 
actions without the IMF and other institutions such as the International Bank 
and the Bank for International Settlements, or indeed the government. That 
is why Yugoslavia has had to obtain a combined credit from the Internationa! 
Monetary Fund and the government and banks. In the period 1981/83 Yugoslavia 
was extended “standby” credit by the IMF, which was to be reassessed each 
year. in 1983 Yugoslavia received from the (nternational Monetary Fund 
slightly more than $600 million. 


Realistic Rate of Exchange Because of Export Needs 


The involvement of the IMF and its verification of some country’s stabiliza- 
tion program are a condition for obtaining the credit of commercial banks. 





In Yugoslavia's case the IMF's policy concerning credit financing is in line 
with our own commitments in certain domains, above all in the policy of the 
realistic rate of exchange of the dinar and interest rate policy. 


Indeed we had previously committed ourselves to the policy of a realistic 
rate of exchange of the dinar in all economic policy documents. However, 
this has been left at the level of verbal support, while in practice the di- 
nar's rate of exchange has not kept up with the difference between domestic 
and foreign inflation. That rate of exchange has been the cause of the Yugo- 
slay economy's absence of motivation based on income. Today we are consis- 
tently conducting a policy of the realistic rate of exchange of the dinar, 
but not because of the International Monetary Fund, but above all because of 
the needs of the export business. 


The rate of exchange must keep pace with inflation. That is why we must turn 
toward reducing the rate of inflation instead of attempts to restrain the 
rate of exchange of the dinar. Achievement of the latter would be like saw- 
ing off the branch we are sitting on, renunciation of the important instru- 
ment which the floating rate of exchange is, and paralyzing our export ef- 
forts. 


Hieh Interest Rates Are Inevitable 


(me hears objections that the floating rate of exchange backs up the dinar 
and yenerates inflation. These conceptions are held especially by those who 
swear by the realistic rate of exchange as a matter of policy, but do not own 
up to the consequences when it comes to practice. It is certain that the 
rate of exchange does have that effect, but it is a warning that we must turn 
to the sources of inflation. The rate of exchange is only a derivative, 
whifle the basic foundation of inflation lies elsewhere. 


The floating rate of exchange, when the rate of inflation is high, shows that 
we have been living too long below the level of discipline and productivity 
rccepted by the world market. The illusion that we can gv on doing as we 
have done is shattered in the present international climate. This is not the 
fault of those who are tied to the production cycle, but of those outside it, 
in the administration, in the banks and various institutions, whose duty it 
was to offer support to the development of productivity. 


| Box, p 1} 
interest Rates Higher Than Inflation 


We have now committed ourselves to interest rates which are higher than the 


rate of inflation. This is a difficult approach to take when the economy is 
overindebted, but it is the only way for us to turn toward pooling the capi- 
tal of self-managing entities and toward a production capable of providing 


working capital. I do net think that we are exaggerating with respect to the 
role of interest rates, 


134 








|The answer continues; The second among the levers for accomplishing a 
change of direction which need to make the Yugoslav economy competitive is 
interest rate policy. The approach has been taken that it is normal for in- 
terest rates to be lower than the rate of inflation. We protest the high 
volume of bank credit, but the previous policy of low interest rates simply 
oriented all entities toward borrowing. It signified a disguised subsidy of 
unprofitable production, on which no records were kept anywhere. 


I do not think that we are exaggerating with respect to the role of interest 
rates. Certainly they cannot solve our problems, and interest rate policy 
also has its snortcomings. At the same time we must not underestimate the 
kind of instrument which interest rate policy is. It encourages saving, and 
it should also free us of arbitrary subsidies and various elements which de- 
form production costs and the structure of production. 


A question which is still outstanding in the dialogue with the IMF is fiscal 
policy. Under the conditions of inflation it would be normal for a portion 
of the capital to be immobilized. That would be support for credit-and-mone- 
tary policy, which is restrictive, but which has a limited range unless it is 
accompanied by the freezing of a portion of the income of sociopolitical com- 
munities. 


(Box, p ll, left] 


7 


This Was Not Imposed on Us From Outside 


I would like to point out that neither interest rate policy nor the policy of 
the realistic rate of exchange of the dinar are elements imposed from outside 
and alien to our system; rather, they are only being incorporated into the 
system tardily. 


[The answer continues! There is justification for the effort to augment the 
material base of associated labor, which is what we have committed ourselves 
to verbally. But with equal legitimacy a portion of income should remain 
outside excessive spending and also outside the credit potential of the bank. 
The conditions for the economic motivation of the economy to export are cre- 
ited by halting excessive consumption, by bringing supply and demand into 
balance, and by calming down inflation. 


Removing the Elements Which Act as Disincentives on the Way to the Use of 
Credit 


[ would also mention a fourth question that is present in the talks with the 
International Monetary Fund, one which is important to the functioning of the 
economic model, This is the need to halt the present torrent of mutual 
credit financing of organizations in the economy. This is an erosion of all 
le to a timely change of direction 
toward restructuring that production which because of its costs is unable to 
become involved in exporting. 


credit-and-monetary policy and an obstac 





[Question] The commodity credits of the governments of the Western countries 
which are signatories of the Berne memorandum, which are intended for the im- 
portation of production supplies, are supposed to offer a stimulus to exports, 
to exports to the convertible area. One hears that the use of those credits 
is not in line with either the expectations or needs of the economy. Where 
should one seek the causes of this? 


[Answer] Commodity credits were negotiated with 15 Western countries. They 
represent an instrument for augmenting the exports of the creditor countries, 
an instrument that has relevance in a time of recession and low demand. A 
specific law and also regulations were adopted concerning the use of these 
credits. 


I would note that the resources represented by the commodity credits have 
been used to a very small extent. That is why a reassessment should be made 
of the regulations and of practice in order to ascertain where the elements 
lie which are acting as a disincentive on the way toward their more intensive 
use. So far we have used credit from the United States (referred to as CCC 
credits) to purchase raw materials--cotton and hides--which are used in car- 
rying out our export programs. Farm products and foodstuffs such as oil and 
soybeans, which are important to the supply of the domestic market and to ma- 
terial reserves, have also been purchased with CCC credit. 


The applications for use of credit of the Federal Republic of Germany and 
France are relatively low. Arrangements have not yet been concluded with 
certain countries because of their demands that it be used primarily for 
equipment or new projects, which is not in line with the needs of liquidity, 
nor with economic policy and the country's planned ambitions with respect to 
exports. 


Certain solutions called for by the economy have already been adopted so that 
goods might be imported more effectively on credit. I would mention, for ex- 
ample, spare parts for current maintenance, which can now be imported even on 
credit, since the export process will be cructally dependent upon regular 
supply in this regard. Earlier regulations concerning the strict monitoring 
under which work organizations had to prove that the material would be in- 
stalled, have prevented the economy from deciding to use the commodity cred- 
ite. They have now been amended, 


Forward Purchase and Sale of Foreign Exchange--Contribution to External Liq- 
uldity 


The question of dilferences in rates of exchange which occur in connection 
with the use of commodity credits does, however, still remain open. There 
should among other things be a study of relevant solutions in order to over- 
come the burden of differences in rates of exchange that arise when exporting 


organizations use commodity credits. They constitute a risk which the econ- 
omy is unable to take. One of the possible solutions might be so-called for- 
ward contracts, that is, contracts in which the value of the rate of exchange 
of the dicar would be fixed at the corresponding level in advance. In this 
way producers who are exporting would not bear the entire burden of 
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differences in rates of exchange. This would facilitate the use of the com 
modity credits, and it would augment the inflow of additional liquid capital. 


[Question] As for liquidity, how do you look upon fulfillment of obligations 
to foreign creditors during this year? 


[Answer] So far all the fixed and current obligations of the banks abroad 
have been met. There are work organizations, however, which are not meeting 
their obligations under previous credits. Sometimes such debts abroad have 
been paid by foreign government agencies for refinancing and ensuring risks, 
which have guaranteed the transaction. In the creditor countries this cre- 
ates an unfavorable climate for Yugoslavia as a debtor. We have to resolve 
this issue, since it is a condition of trust. I would mention that work or- 
ganizations are required to furnish the foreign exchange to meet their obli- 
gations on time. 


[Box, p ll, right! 


Excess Income Not Based on Work 
We should point out one adverse manifestation which has to be corrected by a 
solution not yet found. It has been observed that Yugoslav work organiza- 
tions are not withdrawing their claims abroad in convertible currencies 
within the period of time required by law. In the context of the floating 
rate of exchange of the dinar, they realize excess income by this hesitation 
without working, which is unjustified. 


(The answer continues! If work organizations were wifered the opportunity to 
sell receivables representing the proceeds of export to the convertible mar- 
kets, this would at the same time speed up collection from abroad, which 
would also guarantee a strengthening of the country's liquidity. 


In the first #® months of 1983 the Yugoslav economy made use of little foreign 
credit. Two instaliments of the IMF credits were received, and financial 
credits were granted by certain countries such as Great Britain, Switzerland, 
Holland and Italy as part of the financial support package. As I have al- 
ready mentioned, the resources made available by certain countries which are 
our important trading partners in the form of commodity credits have been 
used to a lesser extent. It is a great success on the part of the Yugoslav 
economy that under conditions of this kind of use of foreign capital it has 
been able to maintain the level of production and considerably augment ex- 
ports to the convertible market. 
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TUGOSLAVIA 


INVESTMENT PROJECTS IN SERBIA PROPER 
Belgrade PRIVREDNI PRECLED in Serbo-Croatian 28 Oct 83 p 4 


[Text! In Serbia proper 7,052 projects with a total estimated cost of 485 
billion dinars were under construction as of this March. This merely con- 
firms the thesis of the broad front of investment, which obviously exceeds 
available capabilities. 


It is self-evident that this figure of over 7,000 projects contains a large 
number of quite small projects--from the purchase of one or two machines to 
eliminate a bottleneck in production, all the way to expansion of one or more 
rooms. But they also include a sizable number of formidable investments 
lasting 3 years or more. It is disturbing that the level of completion of 
investment projects already under way is only 48.5 percent. 


Almost all branches are investing. The economy's entire accumulation is be- 
ing exhausted, working capital is being transferred to fixed assets, and bank 
lendings are being atomized. Under such circumstances cost overruns are oc- 
curring or investment projects are undertaken without sufficient backing. 

The programs are then broken up into stages of construction, funds are fur- 
nished only for the first stage, and behavior thereafter follows the pattern 
of the old saying tc the effect that when a child is born, someone has to 
rock it. 


Yet something has after all changed in overall investment policy. There has 
been a considerabie growth in the share of the economy's own capital in in- 
vestrent projects. Organizations of associated labor in the first 7 months 
of this year paid 57.4 percent of funds for investment projects out of their 
own capital or pooled capita!. In the breakdown of total investments eco- 
nomic investments represent 75.8 percent, and of this 67.8 percent are those 
regarded as priorities within the republic. Nevertheless, recent discussions 
have shown that in view of the restriction on the lendings of commercial 
banks and within the framework of the priority investments, a strict selec- 
tion needs to be made and only those with the highest priority selected. 
This move is more than necessary, since there simply is not enough capital. 


However, in the context of the efforts for the most optimum possible use of 


the reduced volume of investment capital there was a real surprise in the 
most recent figures of the Social Accounting Service stating that in the 
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first 6 months of 1983 notice was given of construction of 1,844 new projects 


with an estimated cost of 23 billion dinars. Over the same period of last 


year construction of 1,853 projects with an estimated cost of 24.8 billion 
dinars was reported. It follows from this that one out of every three basic 
organizations is undertaking some new investment projects. With all the 
reservations necessary to any profound analysis of these figures (after all, 
4 sizable portion of these investments are those smallest ones), one cannot 
avoid the impression that the race for investments is still a large-scale 
phenomenon in spite of the shortage of capital, illiquidity and the serious- 
ness of the economic situation. 


There are new moves on the horizon in the republic which are supposed to sup- 
press the still pronounced “investment hunger" and to bring it into the lim- 
its of available capabilities. The shortcomings exist above all in the way 
decisions are made concerning investment projects, but the criteria of the 
bank to be used in selecting programs and selecting those which are most ac- 
ceptable have not been made uniform as yet, not even those which concern pri- 
orities. 


JO4G5 
CSO: 2800/71 
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YUGOSLAVIA 


SH5THH! KAPORT ON BANKING SYSTEM 
Muricn SJZDOST BIROPA in German Sep 83 pp 506-521 


[article by Dr Hans-Christian Iversen, sember of East Hurope Institute at 
Free ‘niversity Berlins The Commercial Banks as Affected by Yugoslavia's 
Financial Crisis*”] 


[Text] Until recently, little attention has been paid to the role played 
uy tne comercial banks in the socialist self-administration economy of 
Yurocleavia, it was not until the summer of 1962 when Yugoslavia's large 
foreign debte led to shortages of foreign exchange reserves primarily in 
some of tne commercial tanks in Croatia and Kosovo and to arrears in pay- 
mente at year's end tnat questions began to be raised with regard to the 
role played by the commercial banks, the reasons for temporary declines 
in bane liquidity and the guarantees which the commercial banks, the na- 
tional banks of the republics and autonomous provinces! and, for that 
natter, the state iteelf—-that is to say the federation and the republics— 
including the Yugoslav Wational Bank (YNB) are in a position to provide, 


Sher socialist countries of eastern and southeastern Europe have familia- 

clged us with the oneetier banking system consisting of a national bank 
(N3) and its branches and/or subordinate specialized banks, In Yugoslavia, 
nowever, commercial banxs have been in existence since the early sixties. 
ay 1964/64, these commercial banks had increased both their business 
volume and share of capital investments appreciably. In 1962, they had 
woounted for just 2.9 percent of all capital investments in the social 
sector of the economy; by 1965, their share had risen to 36.6 percent. 
i il tre end of the sixties, the influence of the regional govern-e 
mente’ and the YEN continued to be a determining factor. From 1970 until 
today, an interrupted rapid growtn in the business activity of the come 
mercial banks (CB) may be noted. 


‘fore we turn to tne rele played by the commercial banks and their lie 
* us examire some of tne characteristic features, reasons and 
convequences (proslets) of tnis growth pattern and include references to 
some Gtatistical material. In fact, Yugosiavia is the only communist 
country in sast anc Southeast surope which regularly publishes banking 
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Growth and Structure of Commercial Banxs 


Between 1971 and 1960, CB balance sheet totals crew an average of 29 pere 
cent each year, This amounts to an annual growth rate in real terms of 
about 10 percent.4 The number of bank employees grew at almost the same 
annual rate. As shown in Table 3, their salaries are distinctly above 
averare--namely 11,600 dinars as against the average of 9,800 dinars. 

The most important reason for this growth pattern was the significant 
role played by bank credits, Short-term credits to customers rose by 24.5 
percent between 19/71 and 1960, long-term credits——of which there were 
more than 2. times as many as short-term credits in 1960—rose by 21.5 
percer.t annually. Their share in industry capital investments rose from 
the abovementioned 36.6 percent in 1965 to 46.6 percent in 1978 and the 
share "of bank interests on deposits climbed from 21.8 percent to 53.5 
percent during the same period. 2 This trend has benefited from the free 
quently very hign investment rate in terms of gross investments in the 
7ilPeethe erowth rate between 1976 and 1980 amounting to 39.6 percent. 

As part of tne “stabilization program” it is therefore being scaled down 
it this time in order to permit tne economy to reduce the growth rate of 
its debts resulting from domestic and foreign ioans, With regard to active 
trade, the rrowth pattern of the commercial banks was also based on the 
eypansion in foreign trade and with regard to passive trade on the rapid 
rise in mass income and savings in the years following 1965. Dinar savings 
of the population increased from 4.5 billion in 1965 to 16.8 billion in 
i\Y703 then to 162.8 billion in 1980 and from that point to 268.2 billion 
in May 1983. Foreimm exchange deposits converted into dinars rrew at an 
even faster rate.® At least in part, however, the growth rates differed 
due to tne differences in economic development in the various republics. 
Serbia has two major banks; the other republics and autonomous provinces 
-—witn the exception of Croatia=ehave only one (see Table 1). The nete 
work of banxs is relatively dense in Serbia, Croatia, Slovenia and Vojvoe 
dina because of the higher level of their economic development (see 

Table 2)./ The importance of the banking system can be gauged from the 
structure of revenues and/or expenditures of the individual republics 
(see Table 3). As a tule, higner expenses per employee and lower per 
“apita savings deposits are characteristic of the lesser developed repube 
licc, Croatia and Macedonia, which both have relatively nigh savings dee 
posits, are an exception, however, 


Summing up, we might say that the CB's have experienced tne fastest 

prowth rate of all commercial sectors since the early seventies, But this 
has resulted not only in undiminished and continuing regional differences 
in, economic development and (temporary) structural problems but also in 
an overly large expansion of credit (for instance during boom periods such 
an 1977/78)$3 in prowing domestic and foreign debt, a deterioration of bank 
linuidity and an unfavorable terms of payment situation. What is the exe 
tent to which the institutional character of tne CB system brings on sucr 
wearknerses 7? Can these weaknesses be overcome with the help of national 
bank policies or government intervention 7? 





Structure and Practices of Commercial Banking System 


Amorg other things, there were ideological reasons—such as the influence 
of the rezional govermments ("statiom" and “government capital") and the 
decisionemaxing power of the commercial banks independent of industry 
("alienation")—which resulted in changes both in the structure and the 
decision-making apparatus of the CB's to the advantage of industry ("uni- 
fied work") as part of the constitutional reform of 1974—the more so 
since the large-scale credits to industry were bringing about changes in 
income distribution to the advantage of the CB's. The fact was and still 
is that long-term industrial capitalization must be based on bank credits 
in view of the fact that the capital market has scarcely developed due to 
the limitations of the system, hight inflation and distorted interest rates. 


The 1976 banking law introduced a type of cooperative bank, the “finance 
associations of united work, "© for the primary purpose of servicing the 
business sector. The by-laws formally exclude the regional governments 
from establishing and directing the basic banks and all (founding) members 
enjoy the same voting privileges, Paragraph 127 [of the banking law] states 
that “all members shall enjoy equal rignts...in the direction of basic 
banks” irrespective of their holdings or deposits. As Table 4 indicates, 
tne basic banks are universal banking institutions whereas the internal 
banks are restricted in their activities to the needs of their members 

to a large extentein the manner of a private bank, Mergers of basic banks 
result in united banks and consortiums, As Tables 1 and 2 show, other ine 
atitutions=easide from the government postal savings bank—-play a relati- 
vely minor role, This is not the place to deal with detailed descriptions 
of the institutional structure and the importance of ideological goals.’ 
we might mention briefly that the CB's are organized according to a j-tier 
system and that both their monetary and credit goals and services are 
analopous to those of banks in the industrial countries of Western Europe. 


Now what are the practices followed by the CB's with regard to liquidity, 
terms of payment, indebtedness and liability (distribution of business 
risks) ? What general rules are applied ? What is the extent to which the 
National Yank influences the CBs’ practices ? 


Linuidity and Liability of Commercial Banks 


The celfeadministration agreement governing the fusion ("establishment") 
of a CB and the statutes based upon it leaves a lot of room for interpre- 
tation=——for instance as regards the number of members or the founding 

capital, !° For this reason, great importance is attached to the certifi- 
cation necessary for entry in the business register which is issued by 

the rerional government on the basis of the territorial principle. These 
documents will also contain the guidelines for the annual plans (business 
programs) and tne medium-term development plans. Liquidity guarantees and 
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the upper limits of domestic and foreign indebtegyess are also laid down 
in these documents and in additional guidelines.** And finally, the bank's 
policy is also determined by the delegate principle which limits terms of 
office to 2 years in addition to granting equal powers to all members, 

ln addition to distributing "joint (bank) income" and interest (on de- 
posits), the members are empowered to agree on other benefits. All in 
all, the banking law specifies /what/ is to be settled internally but 
scarcely /how/ this is to be done in a uniform manner and what criteria 
are to be followed, 


The consequences of this cooperativeetype structure for the policies 
above all of the basic banks are likely to be the following: 


(a) Members——and business enterprises in particular—are able to receive 
credits two to three fimes higher than their relatively small deposits 
andjor contributions.*“* In most cases, interest on loans is negative and 
nart of the bank's net income is made available to local members or in 
otner words to the business sector as their contribution. 


(>) Thus, in the bank's dealings with its own members in particular 

botn tre inter?st rates and other business criteria are of no consequence, 
The loan capahility of the CB*s is distributed primarily on the basis of 
tne uses to which the loans ae putea trend which receives additional ime 
petus votn from the informa: influence exercised by the regional govern- 
mente and the development plans drawn up by the republics and/or the 


nate re? ine (tanit 
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(c) ‘ vlew of tne mostly nerative real interest on loans granted and on 

il" sits tne supply of longeterm capital continues to be meager and 
at ti game time there is a continuing excessive demand for bank loans, 
for this reason, the [8's must ration loans according to end use and are 
sore.iy tempted to turn shorteterm liabilities into aoa | assets (de- 
ferred payment) insofar as this is not prohibited by law.° 


is far, tnoere are no overall legal guidelines which app'y to business 
entervurises and banks in cases of illiquidity or to restoring them to 

nmancia. »ea.te or dealing with bankruptcy. The following is a brief exe 
planation of the rules pertaining to basic banks in cases of illiquidity 
jinar and/or domestic indebtedness, 


abilitis ast ve met from funds in thnerevolving accounts. if these 
wets are insufficient, rasraph 149 fof the banking Law | specifies ‘he 
ige of recerve funds and subsequently of the minimum and other reserves 
neld by tne National Sanz. The reserve fund, which must unfformly contain 


tnree cercent of Cs rise investments, serves tne purpose of maintaining 
, c A security fund based on accounts receivable 
during the preceding year serves the purpose of covering unpaid outstand- 
detts insofar as these cannot be written off. if no assets can be 
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produced by regular means, bank is declared illiquid, if liquidity is 
not restored within 50 days,°~ the National Bank as well as the appropriate 
commnal and republic authorities must be notified and a rehabilitation 
ororru cust be instituted, These authorities may institute the followin- 
four measures amon otherss 


(a) ask the members to increase the reserve and security fund; 

(b) sive priority to meeting the claims of non-rembers; 

(c) provice for financial contributions by the communities and 

(4) also by the republic, based on the territorial principle. 

If the participating regional institutions cannot agree on a procedure, 
tne members themselves are liable in proportion to the funds deposited— 
in the following orders 

(a) reserve funds 

(b) monetary assets of the working capitals 

{c) «ail other components making up the joint assets, 

ye claime of nonemembers mst be given priority over those of members; 
the claims of individuals over those of legal entities and the savings 
uwi foreimpm exchange holdings of individuals over all other claims, 
These provisions are contained in paragraphs 155, 158, 159 and 160 fof 
the bunxrinr law }. 

jummimt up, one may say that illiquidity and commercial risk (losses) are 
not simply "socialized" or assumed by /the/ "government" but are dealt 


wit) .ceording to a multietiered system, Responsibility is initially 
med by the individual institution (basic bank). ThEDs the members 


uni(/or aceociated organizations enter into the picture*” and after that, 
if need be, the communities and finally, the regional authorities-— 

wher « type of “governaent assistance" extended (tax abatements, re- 
habilitation loans, guarantees and so on) are matters to be negotiated. 


in principle, the game sequence is followed in meeting foreimm exchange 
liabilities,*! gut there is only a limited number of CB's licensed to 
Lis in eredit in foreiem countries and to deal in foreign currencies 
(the soecalled "licensed" banks). These include above all the eight 
wnited banks which muct maintain a part of their reserve capital in 
foreimm currencies. On a number of occasions, the banks were instructed 
to orovide temporery cash depositseewith the actual amounts varying 
wocordisy: to the type of loan and the type of imported goods. These anc 
er foreigm currency and debt policy measures are designed to slow 
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iown tne trend toward scarcely controlled foreign debtseewhich both ine 
jlustry and the CB's were still able to incur up to early 196?—<throus?: 
better record keeping ani registration; to give support to certain price 
rity areas and provide security to tr, we canking institutions at the same 
time.*” Foreigm currency reserve policy is the responsibility of the 
National Bank generally speaking. In conclusion, we shall now deal wit, 
the reiationship between the National Sank and the commercial banks with 
refurd to suaranteeing iigquidity; regulating terms of payment and liabie 
lity. 





be) 


Responsibilities of the llational Banx 


As the liquidity coefficient shavn in Table 5 indicates (primary) bank 
liguidity in dinars has marnredly fallen off between 1975 and 1981. Aside 
from some underdeveloped republics (Hosovo, the United Bank of Pristina), 
this figure has been consistently poor in tne case of the Croatian banks 
(it wac 0.9 in 1981) which may in this republic be particularly due t> 
the foreim exchange outflow resulting from importeintensive investments 
und the needs of the petroleum refining industry .?? Banks such as the 
"“orivredna banka” and the “zagrebacca banka"eewhicn are both basic banks 
located in Zarprebe—have run into additional liquidity problems as a ree 
sult of the overall restrictive NB policies in force since 1980. In such 
a situation, the use of money substitutes and comsercial creditseeor in 


other words the rate of money circulationeebty business tends to increase 
by leaps and bounds while the basic banks tend to keep funds within the 


payments cystem for more extended periods, The National Bank, for its 
part, nas repeatedly taken steps to limit bank loans. in 1981/82, the 
18 introduced special regulations aimed at keep the basic banks from 
turning shorteterm deposits into longeterm loans, Another important job 
for the N83 is to assure secondary liquidity of the basic banksewhi~' 
includes funds from the reserve fund, liquidity loans and part of 
sinitwa reserves they may draw upon in case of illiquidity. Tne Mitsu 
reservese=the interest rates of which in early December 1942 sto 8) at 
\?./ percent for sight deposits and 2 percent for term deposits-— 

vic up for more than half of the bank deposits in the National Bank by 
1982 (see Table 5) and these in turn, for 6.8 percent of the total dinar 
deposits in the basic banks. In 1980/41, they crew particularly strongly 
and were used for selected purposes such as export promotion, the sale 
of agricultural products and for capital goods. Largeresize liquidity 
loans were extended only until early 1980, however, 


Althow: it le possible to improve domestic ( bank) liquidity through the 
overall monetary and credit policiess through the money carxet among the 
bankn thenmselver and throush the tightening up of payment and reserve 
rules, there is far less room for improvement in the foreign exchange 
liquidity sector. Since the foreign exchange market has stopped function 
iryt, the National Bank cust make some of its own foreign exchange holdings 
awvailable to any basic bank which has run oute—the more so since any 
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atiitional reserves the basic bank may have are in dinars. In other words, 
if a cave of (foreimm exchange) illiquidity occurs, the National Bank must 
fieot mare the required foreign currency amounts available before the men- 
hers or the participating regional institugions start to lend a helping 
wand’ oesed on the order spelled out above.“ In 1979, the high level of 
foreiyn indebtedness even led to a drop in the gold and foreign currency 
reserves of the basic banks (as shown in Table 6), The corresponding re- 
serves held by the National Bank even dropped from 40.6 billion in 1976 

to 20,7 billlon in 1979. Yy the end of 1981, they had once again increased 
ty Sled billien, droppin: to 33.5 billion in June 1982 and rising to 56.1 
hillien dinars by ‘November 1962. The major part of the foreign debt cone 
sist lomm=tern oblivations. The National Bank's obligations at the 

uid apuin i. Nevember 1982 are shown in Table 7. 


t foreiom debt in convertible currencies of at least $15.2 
(which ie equal to about oneethird of Yugoslavia's GNF), the 
) © worked oul in January 1965 and agreed upon in early July 


wy the parc, the UY and the 15 OCD countries will help prevent 
1 formal moratorium, Above all, the broadebaged loans to be provided by 

deotern bankingt consortium may_belp improve the cebt structure and to 
raise lorvism exycnargve reserves. 


eo oO nd, the liational Bank is responsible for building up fixed 
forcimm excharye reserves which are to provide for minimum liquidity. 
the other hand, the Hank builds up current reserves to cover liquidity 


within the context of projected  queheng | and annual payment and foreign 
rye balances for the current year. The National Bank vouches with 
to tived foreign currency reserves and the “licensed” basic banks do so 
dit» teelr own foreign currency reserves, This liquidity thus constitutes 


‘ho peal bottleneck and the ultimate purpose of the steps taken by the 
~ovormment and the National Bank is to curtail further foreign exchange 
ttlowemeincludine: teat from private accounts; to give priority to using 


foreia. exeharyre for repayment of hard currency debts and to concentrate . 
vailable foreign currency income in the National Bank, The 
lor two soale were addressed by a piece of lepisiation adopted in May 
.°’ The law stipulates that all foreign obligations must be made 
die 'y after all obligations have been met may persons subject to 


publ w mate any other foreign currency payments and enter into new 
“stionae In addition to shortening the terms of payment, the law ree 


jipes tee sanke “licensed” to conduct foreign currency buriness top turn 
yor any convertible foreign currency (purchases) to the National*Bank, 
Te Bank then wells the foreign currency to business firms and persons 
t to public Lew in the republics who can show 4 planned deficit in 
* and foreimm exchange balances, They in turn gust use these 
1 priorit itis to meet their foreign currency obligations. 
relives, oxychange outflow, larreescale import restrictions were 


9 nee tideetober, a deposit is required prior to travel 
P ermore, there are oertain reecrictions on withdrawals from 











private hard currency accounts and a variety of measures des! 
ifect savings in energy imports loads 4 as tne introgucti 


ration coupons and noti tole cuts in tne use of electric power). 


Mis law which remained in force only throughout 1982 is a reflecti 

of the aim of the central govermment to prevent the insolvency of a numbe 
f basic banks and other organizations and to Aggie priority to tne ree 
payment of mature foreign currency iiabilities.“' The revision of the 
law governing foreign currency trade and credit relations with foreign 
countries laid down the foreign exchange amounts as of 19645 which the 
msiness firms may retain from their export transactions and the amounts 
they muct turn over to the republics and the central government. Tr 
repulations as well as “uniform criteria governing foreign debdts an 
extension of credits to foreign countries in 1965" supersede the curren? 
lerislation.<" Under the new law, the “licensed” banks have been given 
the role of coordinating foreign debts. Similiar to the old law, new debts 
ire contingent upon compliance with certain priorities and requirements, 


f 


ln early July, trree ierisiative proposais anc two Papert were adopted 
try jaar rrp in connection with the new package of Western bank loans. 


Th sition of the National Hank on the domestic front visetevis the 
tiftferent interest froups was thus streryrtnenec appreciaodiy as a result 
ide pr soure./ At the request of tne foreign creditor banks, tie 
ational “Sank of Yupotiavia must now assume the — tees for the foreinm 
loans the name of tne Yugoslav federal fpovermment and, in tne second 
instance, in the name of the constituent republics, ‘The positior. of the 
tional Sank has been strengthened insofar as 
~—_ \ inmumed the ro. of a distributor of the direct 
ms ex tena to it3 
«the “licensed” banks and/or the national banks of tre 
motituent republics are required t port to it or 
aturiry debts of basic banks or economic organizations; 
--it is in a position to .nstitute sanctions againgst tre 
(licensed) banks and other persons subject to publi 
law is e case of defaultee suoh as by revoking their 
emit to trade in foreign currencies and/or by forcing 
tre 4 w.* Jia v8 
—it emp! trollers who Keep an eye on tne tranne 
tior the “Licensed” banks with foreign countries; 
ami ¢ r aired ¢ sfld up a har arrency reserve * 
r t¢ - ; eisvt eyonars" ’ si Dy per: ri uD ecy 








ntrast to the previous, somewhat vague, regulations governing foreign 
roe iliiquidity, the new law spells out the following order of nard 
currer "y debtor liabiiity for payable foreign debts: 


(a) the enterprise concerned (basis organization; labor organization, 
complex organization of united work, etc) which is liable for repaying: 
(; nan.c bank of whicn tne enterprise concerned is a member; 


(c) all the banks in the constituent republic or autonomous province 
the territorial principle; 


«? 
‘ 


> 


d) tne National Bank, using funds from the abovementioned reserves and 
t (rom its wri nard currency reserves. 





iowr, a clear and sequential system to be followed in repaying 
: rd currency obligations which has the ("licensed") basic banks 
meetirys these obiigations in tne first instanceeand the National Sank in 
tie second instance, Tnis is in contrast to the system followed in -vete 
{inary lipations,. Tne National Bank and the federal government .+¢- 
Lively are given the job of guaranteeing hard currency liquidity 
tain farereaching control rights over the “licensed” banxs,. in 
J rord, practica ‘y all these regulations are completely different 
from thoce applying to dinar liquidity. The parliamentary debates in 
early July made it clear that the ovtside pressure applied by inter- 
yal creditors made it easier for both the central povernment and the 


jona nx to push through the necessary uniform, binding measures in 
tneir domestic disputes with separate interest groups—so as to preserve 
the country's etanding visea-vis its creditors and to achieve a more ef- 
ficient distribution of available means in foreign trade, 
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Table is Hanking of \nited Banks and Basic Hanke 


_—_— 











( ) Rang Bezerchnung und On honsolid 
1981 (25 (4) Bilanzsumme 
in Ts4. Dinar’, 
1961 
(4 ) A beresnrgtc Banker” 
1 Udrutena beogradsha banta. Beograd 5206155599 
2 Lyublpansika banka, Zdruiena banka Lyubljana 4152 51 188 
3 Jugobanka Udruiena banka, Beograd 344510489 
4 Prvredna banka Udruiena banka. Sarayrvo 2hE Ib 160 
$ Voyrodanska banka Udrutena banka, Novi Sad 23444045) 
6 Stopanska banka Zdrutena banka, Shopye 169491513 
7 Udrutena bovovska banka, Poétna 146 175013 
‘ Invescorona banka Udruzena banka, THograd 111917025 
(5 ) B Grundhanken 
} Prvredna banka, Zagreb 251 646 164 
2 Onnov na prvredno Imestoona banka, Beograd 216837 387 
3 Zagrehalha banka. Zagred 169691816 
4 Keohanka Beogradsha osnovna banka, Beograd 165086 743 
$ Lwblancka banka Gospodarsha banka. lL yublona #9 480520 
6 Prvredna banka Sarajevo Ovnovna banka. Sar ayevo 63952280 
7 Oxnowna banka Jugobanka Beograd 203499 
’ Riyetka banka Ovnovna banka. Ricks $2577 
(/ } * Die Rangieste der Banken wird in der Verein pune der Banken Jugosiawrens aufgrund 
det honsoldberten Biulanzsumme (ohne Angaben auberhalh der Bilanzy ermittelt 
( Y) ” Udrurena rw Zdrurena banka 
( ) ° Ovno na banka 
(9 Ouelien nach den Abechlulirechonungen der Geschaftobanken fur 1981, in. Jugodlovensko 
4} hamkarstvo, 12 (1982), 7-4, 5 40 


l. Ranxing in iyi 

2. Name and location of bank 

4. 1981 consolidated balance sheet value in thousands of dinars 

Ae United banxs 

\. Basic bance 

4. The bank rankings are determined by the Association of Yugoslav 
banks on the basic of their consolidated balance sheet value 
(and include nothing but balance sheet data) 

', Udruzena and/or Zdruzena banka 

#, Osnovna banka 

te surces JUGOSIDVENGKO BANZARTSVO, No 12, 1962, 7-8, p 84f based 
on 1961 final balances of commercial banxs,. 
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Table 23 The Banking Network by Hepublics (Absolute Totals) 1941 














te} 

Anzahl der 
Getmet Verermpte Grun. Geschafts- Aullen- Agen- ext Venretungen 
(1) Banken banken eimbhenen stellen tren Schalter in Jugoslamen 
| (3) 

aoe RD GY 

BuH 1 7 72 si 108 41 - 
MON 1 14 7 12 4 1 - 
KRO - w 63 162 = 164 71 1 
MAZ 1 28 5 53 - 14 - 
SLO 1 16 45 % 1 - 
SER 2 33 62 214 ~—s(«63 141 4 
KOS 1 7 2 22 9 3 - 
vo) 1 16 22 G4 77 # - 





--—— oe oe ee 


( 1!) Quelle. AbschiuGrechnungen .. , aa 0. S100 


le Hepgrion 
ee Number of 
*. United banks 
4. Masic banxs 
5. Susiness units 
%,. rtrancnes 
Apencies 
+ wUJTiveein windows 
4, hepresentations in Yugoslavia 
). Total for all Yugoslavia 
ii, sources JUGOSLOVENSKO BANKARSTVO, op. cit., p 100 
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Table 4: Some Bank Indicators by Regions for 1961 








Getnet Struktur Ger 9=Strukturder Beschafugten- A/B Monats- Spareinlagen 
(1) Einmnahmen = Ausgaben = stand’ ( = B) lohn” = pro Kopf* 
(2) (3°) (4) __(5)_ (6) (7) 
Jugosiawen 100 100 57,5 2399 «=i 218 
BuH 11,92 12.51 1S 230 103 = 15,8 
MON 3,75 3,75 12 4,15 11,1 12,4 
KRO 23,83 2441 148 2.26 86124 333 
MAZ 725 751 3 3.29 113 23,1 
SLO 12,25 12,40 86 197)0=Ss_ («112.9 338 
SER 28.72 27.55 163 2.33 113 20.6 
KOS 383 3% it 4% 11,7 54 
voj 845 791 49 2.22 119 16.2 





(4 )* SJahresdurchschaut, absol. Betrag in Tod 
(9 )* Durchschnuthches personinches Netioeinkommen der Bankbeschaftigten in Tsd. Dinar 
( 10) © Stand der gesamten Spareinlagen Ende 1961/Emwohnerzahl oer Republik in Tsd. Dinar 


(11 ) Quelle berechnet nach AbschiuGrechnungen der Geschaftsbanken fur 1981, a 2 O.,S 9-92 


le Hegion 

Ze Income structure 

t+. Outlay structures, 

4-e ‘lhamber of employees=2 

5 ASB 

eo Montnly salary 

7e Per capita savings deposits 

“. Annual average: absolute amounts in thousands of dinars 

‘+ Average net personal income of banxing employees in thousands of 
Sinars 

Oe Mepublicewide total per capita savings deposits at end of 1981 in 
thousands of dinars 

lie Sources JUGOSIOVENSKO BANKARSTVO, op. Cite, pp 90=92 
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mw. 
Table As 


lagal Status of Yugoslav Commercial Banks. 





a 


Hesponsibilities 


Estab lienment 





A. internal bans 
(independent legal 


Guaranteeing member 
liquidity; clearing, 


Regulation 





All social sector 
business firms 


Like business 
firms: reserve 


entity with own transfers; ongoing and corporate ene funds; no 

Lccount) financial planning; tities. Issuance credit crea- 
financial duties of loans and ree tion based 
like business firms, ceipt of savings on social 


other corporate ene 


vane due to magni-e 
tude, running time 
and characteristic 
activity; allepur-e 
pose bank, Utiliza- 
tion cf credit poten- 
tial on basis of bank 
policy (loan committee 
and/or membership), 
development plana (of 
regional authorities); 
also determined by 
National Bank loan 
guidelines®, 
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deposits are nem 


tely involved in 
management and 


bookxeeping 


tities* (as per para- ber-related. No service depo- 
graphs 11-12) social bookkeep=- sits” are 
ing gervice depo=- permissible, 
sits” of corporateNo wR° re- 
entities; no loans quirement. 
to latter. 
', Basic bank (ine All transactions As under Aj; but Creation of 
dependent leral which camnot be pere regional authori-e assets and 
entity) formed by internal ties not immedia- loans on basis 


of social 
bookkeeping 


cannot become mem—service depo- 


bers, vut can 


sits; reserve 


exert indirect inefunds special 
fluence on banking liquidity re- 


policy by way of 
economic planning 
and wereements (as 
per paragraphs 11 
and 128) 


serve (as per 
paregraph 147); 
security fund 
(as per para- 
graph 125ff); 
vR° and lige 
quidity 
policy. 
Various ree 
pmulations on 
issuance of 
credits; zive 
img guarane 
tees and 
terms of pay- 
ment. 











‘7 ’ . 
se nited 


DATs 


(indenendent leral 


entity) 


), Additional 


enti 
cliations (most o! 
postal savings 


typess 
ties); selfeadministration funds 


All transactions 
wnicn cannot be 
performed by basic 
banks due to magni- 
tude, etc. Develop- 
ment planning (large- 
scale projects); for- 
eimm transactions; 
liquidity (by combin- 
ing assets and ree 
Serves. 


As under 5; 
members are 
basic banks, 
Unlimited sub= 
sidiary liabie 
lity by members 
(as per para- 
graph 197) 


As under 33 
investment 
loans granted 
only on basis 
of longer- 
term social 
pooxxseeping 
service depoe 
sits®, Maine 
tenance of 
foreign exe 
change re- 
serve fund 
required, 


banking consortiums (which are not independent leral 


(specialepurpose) financial organizations. 


(a) legal person 


bject to public law. 


nookneeping service, 


‘inder the terms of llational Bank credit policies, ¢ 
banys conclude agreements on “selective” credit policy 


line. 


(c) MH=minimum reserve. 
(d) 

fitions and the 
yources The 
The Yurorlav 
table refer to above law, 


As opposed to deposits the basic banks nave paid into 


for special purposes); savings asso- 
which are not independent financial organizations); 
associations; savings and loan cooperatives and other 


law on tne Foundations of the Credit and Barcing System, ins 
Monetary and Banking System, p 65ff. Paragraphs cit 
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sits is Sillions of Dinars 
(2) NBJ-Kredae an Banken'( 5) Bankdepositen bes der NBS Liquiditats- 
Jabs davon: koeffinent 
andere* Gesamt | Gesame der Banken* 
4) (4)__(5)__(6) |_¢c)_ “Snfpggmenes —{69 
wo 174 6.7 243 13,9 87 1 
1971 a4 ws 29.9 15,7 10,5 16 
1972 12.5 a5 %™S #432 144 22 
1973 93 18 06060 46 s«*S3‘*NYTT 219 24 
Ww 141 53 19.4 wA 2723 19 
1975 24 92 36 3 26,5 is 
197% 312 16,7 79 676 03 6.0 
v7? 323 us, %.1 79.0 $26 47 
1978 ws 154 150 87.2 Os 33 
wy $35 1s 3 813 $13 1,7 
ve) “a4 177.1 265.5 64.2 $12 1s 
1981 1$1,7 2244 380.1 1108 618 16 
1942 Now 192 wWiG BS | WIS 72,7 27 
vr 195.0 W335 8 | 143.1 703 25 








* Une Abnuhere ceever Kredite sent 1974 geht auf die _Uberragung von Mitein zur standi- 
pen Verwendung” an Unternehmen und Gebvetsk Orperschaften zurich. Rediskont: fir selek- 
owe Zeccke 

* Lefanen oeten Mindeutreserven die Reservefonds der Banken, Sichteinlagen be: der 
“Bj und andere Depowten iohne Liquidadtspaprere) 

Reiavon Sechteunlagen be: der NBJ zu kurzinsugen Deposiuten der Geschaftsbanken 

* _mfassen Bankkredae gegen Voriage von Wertpapreren. fur _bevondere Zwecke™ und 
Liquedestesaredite sownre Kredste an andere Finanzorganisationen 

* Geschattt nach Daten bus zum L Halby 1982 


Guclle “BI Quart Bulletin 5, 1977, 4, Tab. 10, 10a, 18, 6, 1978, 4 und 10, 1982, 4 


fear 
Nationa. Sanz credits to vanks 
aay demaite with Netional Bank 


. anf. ~~ * 
Sd eae 


Minimum reserve (as part of total) 


isuidity coefficient of banks 
opr ya. of these lcans based since 1974 on “transfer of funds for 
" to ctusiness firms and regional bodies, Hediscount: 
r special surposes. 
viditlon to minimum reserves, these figures include bank reserve 
1; sight deposits with National Rank and other deposits (exclud- 
iquidity securities). 


—_- » > +e 
sd . wmrer ¥ auf 
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Ratio of National Sank sight deposits to short-term commercial bank 
de nosi ts. 


These figures include bank loans against presentation of securities, 

for “special purposes” and liquidity loans as well as loans to other 
y 

financial institutions. 


istimate based on data up to second quarter of 1982, 


jources National Bank of Yugoslavia, Bulletin 5, 1977, 4. Tables 10, 
lOa, 163 No 6, 1978 Table 4 and No 10 1962 Table 4, 





o.e@ 6: Status of Accounts Receivable and Obligations of Commercial Banks 


in roreign exchange Based on Bank Balance Sheets. 























A Aktwa (1) 
P Pusrwa 
m \ied Denar (2 ) 
(4) Position (4) Kurzfnstige (5) Langfnstige 
Jahr Gold u Verbindliich- | Forderungen| Verbind- Forderungen 
Devrsen (A) kesten 3) (A-P) gegen,| lichkenten (A-P) gegen 
(4) (7) (P-A) gegen (9) (P-A) gegen (9) 
dass in. '| inland (Ql Tin inlana 
Ausland linder| Banken” Ausland | lander Banken” 
1 4 5 6 7 
= £10) (11) {i2} 416}—1(41)—{42} 
1970 11 29 40 -0,3 24 os -03 
"1 1s 48 88 0.1 50 07 -03 
72 25 me 126 03 73 -14 -02 
73 | 36 i484 1s 10,1 -14 OS 
14 66 9 234 14 126 -41 +05 
1975 $4 05 WwW 14 15.9 -63 -02 
% 106 1s 430 03 224 -~738 0 
77 109 43 $7.2 038 35.9 -63 22 
7% 16,1 74 %2 "m3 61,7 0 21 
” 136 165 1179 1348 90.6 43 63 
1980 ws O01 1886 2149 167,7 43043 
a1 71,7 1055 2869 227.9 2508 131 778 
‘juni |S 98 316) 320.8 2779 30 8678S 
$2 Nov | Fi 44 3715 4154 358.0 | 4 83.5 














, * Geschaftsbanken Grund. und Veremigte Banken. EsschheBlich der Postsparkasse und 
(15) der Fontagen der Gebvetskorperschaften be: den NB der Republiken und Autonomen Provin- 
ren 
(14) © Forderungen in Devisen aus dem Interbankenverkehr 


(15) Quelle NBI(Hesg ), Bitoni, versch. Jg. 


le ‘uvets and Liabilities 
e in Billions of dinars 


° aryt=ters 
fear 
« «sold and foreign currencies 
e Silgations toward 
', Accounte rec -ivable from 
LO, Foreiem countries 
le fwoosiav nationalr 
. "Osatic banxs 
+ commercial banks: basic and united banks. Includes postal savings 
BoC 4tion, Geposits by regional administrations with national 
mv | republics and autonomous provinces, 
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14. “oreipn currency accounts receivable from interbank transfer 
cysten. 
15. Sources National Bank of Yugc.:.avia, Bulletins, various years. 


Table 7: Comparison of Obligations—Basic Banks/National Bank 





2 GB 717) «=6WSS 0 8D OKTG SOR O77 
) NB 614 21 103 - 784 ~ 12.7 = (gegen mnterna- 


GB 41) 108.4 371.5 4156 13890 644 83.5  organisationen) 
NB %6.) ~132 19.3 - 452 ° «- 218 1982 


l. Gold and foreimm currencies 

2. Obligations toward foreign countries (short-tern) 

$. Obligations toward Yugoslav nationals (short-term) 

‘1. Accounts receivable from domestic banks (short-term) 

de bligations toward foreim countries (long-term) 

6, Accounts receivable from Yugoslav nationals (long-term) 
» Accounts receivable from domestic banks (long-term) 


, 
: “sf °F rar - 
@ 4.342 or ws 
, 
+ nae anes 
@ _>- Ree 


« Oblieations toward international financial institutions 


min os 
FO ves * a 


’ ; . _ at : ‘ 7 . # i" " - 7 +i 
e The national banks of the individual rerublics are independent banks 

wnich administer the assets of the repnolice and play 2 major role 

in development a foreipm exchange policyg in other words, they are 

_ ° vprars 5 ‘ . 

_- 7 + : ¥ . * 7. | . ’ _ . 7) . re ; ry aa an) ; . - - ” is 
e 5 earing, since 1954 woen communal banxs and savimns assoclae 
- ‘ “a 
' ’ it . f blisr € @ 


te 4«‘Thic refers in particular to tne individual commnities and the repube 


2 wate capital” and the growing independence of the basic 
we vow ndustry, cf He Ge. iversen, “indebtedness, liiiquidity 
i the Banking System as Pur’ of the SelfeAdministration sconomy of 


. Backhaus, T. Seer and H.C. MNutzinger (eds), "Par- 
ticipation in industry and Society,” Frankfurt, New York 1978, p 199ff. 
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te This firure ic based on wholesale prices (19 percent). 


5. This rrowth includes payments into the business fund as well as intere 
t paid, itartine in 1976, however, the interest figure has been 
tlinine steadily. 


ve Tre iv71—80 crowth rate for dinar savings deposits was 25.5 percent; 

for foreipm currency deposits, it was 34.3 percent. As a result of 
tie dinar devaluation, foreign currency deposits (in dinars) have 
cen exceeding dinar deposits by 143 percent (late 1981) and 229 


ercent (May 1983). 


/. “hilo applies in particular to the expansion of business units of the 
branches and agencies, The reference to Serbia proper means Serbia 
ludime the autonomous provinces, 


. Of “Law on the Foundations of the Credit and Banking System" (or 
imply "Banking Law"), in "The Yugoslav Monetary and Banking System" 
“olrade 1980, The banking law was published in Sluzbeni list 2/1977. 
‘e articles cited refer to that law, 


‘s of The Yugoslav Monetary eee” ODe Cites, Pp Bofr and Dd. Dimitrevic, Me 
Jolijanin, et al. (eds), "Financial Institutions in Yugoslavia," 


— ryrrre 
2 Tade ~Jidie 


Ue As opposed to previous regulations, no minimum number of founding 
sembers and no minimum original contribution are required, 


« questions of liquidity are to be settled in the association agreenent 
(as per pararraph 116 of the banking law) whereas the debt limits are 
to be set by the members’ assembly as part of the business programs 

r medium=tern development plans of the basic banks (as per paragraph: 


. LV/%, there almost 3 dinars in loans for every dinar deposited, 
f Pe Bozovic, "Privredna kretanja 1976-1980 godine,” in FINANSLJE 1961 


» p 24iff,. 


in industrial producer prices between 1978 and 195? 
unted to rourhly 24 percent. Until now, the maximum allowable 


rate stood 12 percent; but the real interest rate was 
~ rf 
° : luidity reserve must be maintained to cover guarantees and 
tior { surety of the basic banks, 
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> ” ~ a oo ** - 7, > , , e 
*“,/® mecourse to ~ eser"’ Cu > ari £i71G 4 t nH hed 2 rey irted to WW c ation ~+ 
' ‘+ i-~ + , ho 4 —— ™ ~ 
pt -* nw t — > hy , i de Date ~~ ta im? 4ace mn Ss arypeniry S° is Ste 
es . 
finition of liquidity. 


lé. “Socialization” of debts does, however, take plece at an intere 
mediate level among the participating institutions, 


l7. Some rerulations dealing with tnis matter are also contained in the 
"Foreign Exchange Law" (Law on Foreign Currency Transactions and 
Credit Relations with Foreign Countries) in Sluzbeni list 15/1977. 

18. Tne debt limits by republics are determined on the basis of the 
preceding year's balance of payments projections agreed upon between 


tne federation and the republics, 


Lye ive JuPKovic, “Kretanje likvidnosti”™ in EAONOMS2i PRUILD 53, 


20, Sluzbeni list, No 25, 51/1981 and 57/1982. 


22- The republic concerned may be required, however, to maxe foreign 
currency amounts ava ilable Pens its foreign excharge balance, if 


. 
t has failed to co aply the projections contained in these 
: unce a4 POLS. 
24. Woen commercial icans and part of tne foreign currency savings of 
th : tension population are included (some 87.5 billion) the debt 
fimure turns out to be much higher. Cf FRANKFURT=R ALIGEMELNZ, 


4 Jan 653 12 Jan 435, p 33 "ww LATT, 4 Jan 83, p 63 18 Oct 62, 
» 10. On prior indebtedness, cf J. Reutereii endrichs, "Southeastern 
uropean Governments Debts to the West,” SUEDOSTEUROPA 31/1982 

m proposed credit assistances FRAMAFURTER ALIOCEMZALDI£, 21 Jan as, 
’ Jul 433 ANDSLGELATT, 16 Jun 853 F.L. Altmann and W. Schretti, 
"Yuroslavias On the Process of Economic Stabilization,” SUEDOST- 


7* ty ‘ , aa } fi 2 " . 7 ” 
of PA >} ) ‘9 ; 25% 6 
te f Foreim oxchance Lav, paragraphs 190-194. 
° Ps mn the Conditions and Uees of Convertible Poreimm Currencies 


> 
e 
YMating Payments to Foreign Countries and on Foreign Debts ir 
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o ee marty officials have proposed that the foreign currency savings 
t t population=which constitute the major type of savings whici 
orve as a hedge against inflationbe used to meet foreimm oblirnae 
tions. Uf MUMBA, 15 May 62, p 7e On this and the various foreimm exe 
naryre policy measures taken between 12 and 22 Oct 823: J. Reuter, 

lavia's Austerity Program,” SUZDOSTIUROPA 31/1962 No ll-l2. 


> 
> 


'. ‘his put an end to the ideas put forward by some party officials— 
rticuluarly from more or less debteridden Croatia--to “re-program” 
reign adebta, i.e. to effect a largeescale rescheduling of debts 

-_ int action by all d veloping countries, Cf HANDELS= 


T, 14 and ] ct 932. 
m mer law was oublished in the Yugoslav legal gazette at the 
! © 198° (Sluebend List 77/1962). Also cf article by Altmann and 


rettl, ome Cite, p 2H7f, The “criteria” were published in Sluze 
ist 40/1983 in June 1985, 


2 « reference is to a “Law on Payments in Convertible Foreign OCurrene 
° law on Guarantees by the Pederation for Payment of Debts;” 
© nd apendmente to the abovementioned foreim™m exchange law 

moember 1992 as well as the two decisions on all the funds to be 


e* 
- 
. 
- 
a 


r y mtiomal Bank of Yugoslavia and the loan arreenent 
wded with Western banks, “xtensive texts and commentaries in 
: ° wid Jul O53 FPRATWPURTER ALIGHMAINE, 7 Jul 95. 
° "e Sul ltions by Altmann and Schrettl have thus been corroborated 


mer than was to be expected, 


~ 
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MATA ON BANKS, 


Belgrade FINANSIJE in Serbo-Croatian Jul-Aug %3 pp 414-462] 

[*rticle by Slobodan Sindolic: “Banks and Insurance Communities in Confor- 
mity ith Needs or ...”! 

| Text Ihe Federal Bureau of Statistics recently*® published the most recent 
data, to be sure preliminary data, on the number of organizations and commu- 
nities and on the oumber of units making up those organizations. It cealt 
with the types of organizations, forms of ass <iation, and activities. Ve 
should also point out that this affords a fuller picture on the classif ica- 
tion of organizations and communities by type of organization, bv activity 
ind by region. All the figures vere obtained on the basis of the register « 
organizational wnhits, which is one of the instruments whereby statistica! 
ive ire to become a statistical system and the statistical system a uni- 
fied sevyetem of sublic information. 

it «al ' also be said tor purposes of analyzing the change [n the number of 
rvanizations and communities and the number of their wnits in the sectors 
banking and finance that their numbers and the conduct f their isiness ar 
followed on the basis of the Law on Uniform Business iassification, whic? 
was adopted back in 1976. However, fi purposes of a fuller examination of 
these developments it is also important to say that by the metituent uni 
is meant a part of an organization-<a community <"“which represents a rounde 
entity for purpose f business ofr production and in which the activit per- 
formed ditters a i rule from the activity in which the organizatior r m= 
eunity | laseified on the basia of if srecominant line : sisinesse. it 
houid al be Gaid that irte of an organization r ramun i ¢ ¥" re 
ited im another place than the headquarters tf the rganizatior r mmun i ft 
“sre treated as matituent unite even when they ¢ t netitute a rounds 
isine entity and when they ouresue the same Line of Susine } the rygar 
yation mmunity of which they are a sart.” 

ina i f tte hange in the ber ' banking and iriouw inanc ia r- 

mivat ” as baal ties, ? wed if terms f the ofr eaae forms 

" lati 5 is )«©especial importance if we examine inive era ‘ ‘ 
riod | @t ioe ae emphasize this because the figures ‘for ertair eare are 
e \ >. tr, ? , Federal Bureau of tatiaetices. 

ih} 


INSURANCE ASSOCIATIONS, 


1978-~19R2 


, >! AY 


LA 





important. This applies above all to the figures for 1978, whi 


e date by whi rganizations and communities were required to bring 

.t interna! organization into conformity with certain provisions of the 
As iated | r. The reference is also to the figures for the period 
iH’, which make it possible to examine the trend in the organizational 


tion of OUR's |organization of associated labor] and other self- 
rganizations and communities. 


r Dari tT 
ilyze yer a lengthy period of time the status of organizations and 
ie , type and torm of association of the activities and units mak- 
Dy we me to the basic conclusion that the number of banks and in- 
munities and other financial organizations has been changing in 
ty with the needs of the economy to the highest degree. We should 
ite, wever, that the process of organization and transformation has not 
7 taker lace at the same rate, especially in certain republics and au- 
j :. The table below shows the variation in the number of 
if mstituent units over the past few years: 
1978 1979 1980 1981 1982 
167 146 15] 167 174 
212 3] 22 22 22 
155 229 225 210 209 
975 |, 335 1,425 1,454 1,462 
lated n | 13 12 10 1] 
its 3 28 26 x0 3] 
i ector, as one can note from the comparison presented, there 
rtair hitts, but the largest changes were recorded in the forma- 
‘king up certain types of banks. 
teristi f internal banks over the period 1978-1982 that the 


number has been uneven, Although it has frequently been 
t that internal banks, especially in large work organizations and 


roducti systems, should be one of the optimum and economically jus- 
the nduct of financial businese, their number is still in- 
this f the number of organizations and large systems in 
. f uiture, trade and other sectors and branches of the economy. 
dl egliect on the other hand certain shortcomings of this type o! 
be rt sings which have usually become evident in the prac- 
t usiness of these organizations (duplication of func- 
Ze, imbersome administration, high cost, and so on). 
within internal banks first began to be recorded only in 
} , t rs cre ’ the highest number of them-<212. Following idop- 
‘ lated Labor there was a certain reduction in the num- 
' nt hank 16 a consequence of the reorganizations and 
t ’ iz nal for f ertain interna’ banks, in conformity wit! 
nizations and iuarge systems. Shortcomings in the 
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especially lo the larger cities. The rise of costs, especially expenses for 


fice space and other payments, and then various other burdens (incomes, 
tributions and the like), is one of the main reasons why the number of 
business units of personal and property insurance communities has not been 


increasing somewhat more rapidly. It is not uncommon, just as with certain 
ing units or banks, for policyholders to have to “travel” to another town 
tu see to their interests arising out of personal or property insurance. One 
sould in part look for the reasons for this kind of movement in the fact 
that 4 number of these units have not economically justified their existence 
sise of rather high operating costs. Nor should we neglect the fact that 


in past years there has been an appreciable rise in the price and cost of in- 
surance, which has had the effect of dampening the interest of individuals in 
roperty or personal insurance, especially in certain regions. 


[hye iryest number of new “other financial organizations" (institutions, ex- 
‘ce ottices, and so on) was recorded last year. Their number has been in- 


reasinw markedly since 1980, Since we do not have figures on the makeup of 

thi yror of organizations, it is difficult at present to say where the 

reatest changes have occurred, It is significant in this connection that 
ber business units of these organizations has been increasing 


rather unevenly, and we should also mention that the year before last there 
were the irvzest number of new ones. 


se arrive at new conclusions when we analyze the change in the number of or- 

yanizations and communities and the number of their business units by line of 

uisiness. Aside from other activities (industry, agriculture, transportation, 
tion, and then housing and municipal services, education and culture, 
n), 4 Steady increase has been recorded in the number of organiza- 


t ind omunities under the line of business referred to as “financial 
md other services”* and in the number of units within them. This phenomenon 
was also characteristic of previous years, that is, even before the initial 
year red by the analysis, but at a somewhat less intense rate. However, 
in the years being anal yzed--1968-1982--the total number of organizations and 
mmunities has been growing much more slowly than the number of business 
t Jithin them, as can be best seen from the comparison and status of new 
ryanizations and communities and of their constituent units in various years: 
ito 1978 1979 1980 1981 1982 
ryanizati ; and mamunities 2,377 2,434 2,551 2,628 2,672 
nits 4,130 4,717 5,086 5,483 5,778 


he number of organizations and communities has been increasing year after 
r, ‘lly by inerements ranging from 40 to about 190, while the number cof 
fituent unite has been increasing by leaps and bounds--at a rate of 
ibout tf “OO unite a year. The increase in the number of organizations 


- A ‘ends t ther services “in the sector of trade, project planning, 
ine ervi , and so on, since they are so recorded. 


164 








‘he 


’ 


7 


organiza 


ee” 


Ma 


> 
7 


reoresen 





ities has also been evident in other lines of business, but in the 
financial and other services,” taken as a whole, it has had a some- 


ures on the number of organizations and communities by type and form 


r 
lation in the sector “financial and other services” also reveal the 


‘quent and the rarest forms of business operation in this sphere of 
ial services. What can be said straightaway is the datum that basic 


tions of associated labor, which have a share of about 39 percent in 
number of organizations and communities in this line of business, 
t the largest number among al! the organizations and communities 
ne line of business referred to as "financial and other services.’ 
lace is taken by work organizations not divided into OOUR's [basic 


tion of associated labor], and then work organizations with OOUR's, 


is of orcanizations and communities in the sector “financial and 


‘rvices” has been as follows over the past 3 years: 


oF 1980 1981 1982 








2,951 2,628 2,672 
yanizations of ssociated labor RAY RYO BRS 


ranizations not divided into OOUR's 719 733 747 


nizations with OOUR's 108 114 104 


ryanizations of associated labor 4 ) 5 
initie ‘ organizations of associated labor 203 218 214 
tives in the crafts and trades Z | l 
t ryanizations of assoctated labor ] 3 5 
nk 9] 167 174 

if 225 210 209 


i propert insurance communities 173 178 192 
ja! ryanizations 3 #6 11] 
' he x ial community 190 -- -- 
mmnizatior ind those not classified 10 7 13 
the total number o! ryanizations and communities in this sector has 
reasing, a reduction in the number of OOUR's, very slight to be sure, 
, rded. Af the me time the number of organizations and ymmuni- 
the tat ‘ work organizations not divided into OOUR's has been 
ts Ww e tne sposite trend has been recorded in the number of work 
tions divide nt P’s, It is interesting to mention that within 
ty there are very ‘ew organizations or mmunities which have the 
mp lex ryanization of associated labor--only five. It is also 
mr that in thi line of business there are more than 200 wort mrvi- 
r izati f associated labor, while the number of contract or- 
ery bli, t ‘ wa Slight growth trend. je have al 
cena t bane ind persona ind property insurance communities, and 
need ¢ eak specifically about other organizations and communi- 
‘ ’ ‘ r PFA nNuymMoe?r. 





tevional Distribution 

The number of various banks, personal and property insurance communities, and 

uther tinancial organizations is rather unevenly distributed over the repub- 

li ind autonomous provinces, but it is highly dependent upon the size and 

leve it development of the various regions. This applies above al! to the 
ition of the various types of banks, as can best be seen from the table 

below covering the last 4 years. 


lalist FRenoublics and 





lalist Autonomous Provinces 1979 1980 1981 1982 
s0snia-Hercegovina 

ternal banks 18 21 22 24 
’ bank 23 13 21 21 
lated banks ] ] ] ] 
tera in¢ 20 6 7 ) 
pane 2 13 14 14 

t | bank ] ] ] ] 

c ink 27 29 29 30 
anks 62 §2 6) 60 
lated banrs 2 2 ] 2 

i pane 7 7 7 KB 

, ink 27 28 28 28 
ited inf ] ] ] ] 

a y 13 17 22 26 

inv 1] 16 16 16 

lated invs ] ] ] ] 

ter y 61 71 80 72 
ba eg BS 79 79 

1ate : banes 7 a 5 5 

er 

t hank 32 8 46 43 
wn 5 54 GF 46 

jated y 5 4 3 3 

7 7 3 

5 6 6 7 

jated inks ] ] ] ] 

rT ».tT1 22 26 27 0 

i i 28 25 16 17 
’ ; ie ] j | i 


; » can be seen, displays definite characteristics with respect 
to the r decrease in particular types of banks. It is 
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iracteristi yt Bosnia-Hercegovina that 
slightly, while tnere is Stagnation ; 


reasiny 
} 


there has been almost no change in the number 


inalyzed except for internal banks. Croatia 
unchanged status of the number of banks, which can also be said 
tendency 


' 


change, and this is especially true of 


As tor the distribution of the various 
Republic! Serbia and the various areas 


that the trends are the same or similar with 


ory iniz ations. 


Is lovenia, however, there is a marked 
number of internal banks, while in Serbia 
ther words, all the banks except internal banks have shown very 


*- 


the number 


yr other 
of hank Ss 
is character 


toward 


. 
co 


Janes. 
VET the 
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associated banks. 


types 


respect to 


interna. 


an 
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increase in 
a Slight decrease is recorded. 


of banks within SR 
within that republic, we should say 


D an 


rece 


xs is in- 
In Montenegro 
nt years 


y the almost 


of Macedonia. 


lit 


‘Socialist 


the number o 


in Serbia proper there is a tendency toward a reduction in almost a] 


of banks, especially basic banks. In 


changes except for an evident decrease 


: 


in the number of 


number has been gradually increasing in 


V j Vv 0 d 
the number of 
number were located in 


in Slovenia--403, 
85, in Macedonia--156, 


ina. 


interna! 


tne 


In 


tle cha 


‘ these 
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organizations and 


to as “financial! 


lf we analyze only last year’s status of 
munities within the line of business referred 
ices, it can be said that the greatest 
448, and then in Croatia--694, in Serbia proper--693, 
Bosnia-Hercegovina-- 340, in Voivodina--25 
91 and in Kosovo 60 organizations and communities. 


f their business units covered by the 


| 
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number of organizations an 


ine of 


j ‘* 
if P| ' | Ht ‘ r ‘ r ’ . 
ize . the ibor force in this sector of the 
teristi in this nnection that the labor for 


but that the growth has been most pronounced for banking 


r i ina property insurance communities. 
‘* , , | 
t the activity financial and other servi 
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has quite understandably tended 
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saic of the increase in the size of the labor force in 
insurance communities, where the labor force increased 


mn 1965 to about 11,199 in 1975, and then last year reached 


rsons employed in this domain of financial activity. 


ymposition of the labor force in banking and personal 


ee 
- fhe 


smities with a reference to specialized training 
very interesting assessments. The share of women in 
about 72 percent in banking and about 50 percent in 
insurance communities. Viewed as a whole, women have a 
two sectors of financial activity. Incidentally, as 
the total labor force in banking was distributed as 
yerbia, 18,807 in Croatia, 9,962 in Slovenia, 9,185 in 
JO) in Macedonia and 4,657, the smallest number in Mon- 
mention that the number was 6,628 in the banking busi- 
»*35 in Kosovo. 


st October the labor force of personal and property in- 
S distributed so that the largest share was in SR Ser- 
lowed »by Croatia with 4,076 workers, while Montenegro 


i¢d the smallest share. 


the Federal Bureau of Statistics for last vear on 
tior nd communities in financial activity and the 
nits are not yet final and constitute preliminary 
the way of framing any more complete assessments and 
trends in development of banking and other organiza- 
he “accompanying data” which would be required for a 
these trends, especially ir. the various republics and 
dencies as to the increase or decrease of the various 
smities are obvious, but 4 more complete assessment 
ve the various elements indicating the main reasons 
rease or decrease in the number of internal banks or 
smunities within a republic or province, these being 


its which have shown the greatest change. However, we 


»asic assessment, which is heavily weighted by the 
‘ a steady increase in the number of business units of 
‘roperty insurance communities, which is also in con- 
erning development of banking and other financial 


touched upon certain matt«irs concerning the size 

sersonal and property tnsurance communities. 

roe 1s been increasing in keeping with the growth of 
. st this quest ion deserves treatment in its own 
ew to specialized training of persons emploved in 


, v ‘ ‘reaener? . the very high share af personne! with 
‘f i ~more than 9° percent of the total labor force. 
: ther matters (adequacy of equipment, data process- 

tribution of business units, and so on) are dealt 

ete picture mcerning the status and capabili- 











YUGOSLAVIA 


BALANCE-~OF-PAYMENTS SITUATION EXAMINED, 1973, 1982 
Belgrade FINANSIJE in Serbo-Croatian Jul-Aug 83 pp 358-371 


[Article by Ratko Borojevic, MA: “Noncommodity Income and Expenditures as a 
Factor in the External Disequilibrium”! 


|Excerpts| The size and duration of the imbalance in Yugoslavia's economic 
relations with foreign countries are well known. The causes of this disequi- 
librium are also well known by and large, and its consequences for the level! 
of economic development in recent years are obvious. It took quite a few 
years for a realization to begin to mature to the effect that this problem 
cannot be solved solely by measures in the domain of foreign economic rela- 
tions, since it is mostly the consequences that are in that domain, and the 
real causes of the problems to a lesser extent. Failure to perform the tasks 
envisaged in other sectors of social reproduction has in the period {ust past 
been refracted in the sector of foreign economic relations, and the discrep- 
ancy: between production and consumption with respect to their volume and 
makeup and the inappropriate relations in distribution, in the absence of ap- 
propriate and timely adaptation, have for too long a time been covered by an 
excess of imports over exports and by growth of the foreign debt. 


There has been considerably slower penetration of a realization that the 
movement of noncommodity income and expenditures has for almost a decade been 
in important factor in our external disequilibrium. Only commodity trade 
with foreign countries is usually taken up in examining the sources of this 
imbalance and when measures are taken to reduce it. Since commodity trade 
represents only about one-half of the income and expenditures of our current 
balance of payments, these considerations also go only halfway at best. That 
is, unless problems are solved in the noncommodity part of the balance, con- 
siderably greater efforts will be needed in commodity trade with foreign 
countries in order to achieve equilibrium in the current balance of payments. 
in view of Yugoslavia'’s comparative advantages in the international division 
of labor, the price of righting the balance of payments through commodity 
trade is certainly greater than the price at which the same goai can be 
achieved when noncommodity trade is also called upon for help. 


Of course, neglect of foreign commodity trade would be a still sreater error 
than neglecting noncommodity trade. Eyxyoerience from the recent past shows 
that the deficit in commodity trade can reach such proportions that a surplus 





in noncommodity trade cannot cover it even under the most optimum conditions. 
towever, while full respect is paid to the arguments supporting the assertion 
that the problem of the deficit in our balance of payments cannot be solved 
vy increasing noncommodity income, it remains that to a large extent unfavor- 
ible developments in noncommodity trade with foreign countries was involved 
in making the problem of the deficit in the balance of payments more acute 
during the seventies. 


The role of nomcommodity trade in righting the balance of payments with the 
nvertible area, which is where the greatest problems related to disequi- 
rium in the balance of payments arise, was especially important here. 


According to the scheme used by the National Bank of Yugoslavia (the scheme 
' toe foreten exchange balance) the current balance covers the following: 
“tities, costs of commerce (transport, middleman services, insurance and 
reinsurance, miscellaneous), noncommodity transactions (travel, government 
transactions, remittances of workers and emigres, social welfare benefits), 
interest, arbitration and reexport. 


ve “ational Bank of Yugoslavia presents figures on the balance of payments 
rding ¢t 1 different scheme in its annual report. In those reports the 
rrent balance of payments is divided into only two items--commodity trade 
nencommodity transactions.* Within noncommodity transactions income and 
expenditures on the basis of remittances of workers and emigres, tourism, 
irat rtation, Interest and miscellaneous are given separately. 


ese schemes of the balance of payments coincide only with respect to the 
reatment of mmodity trade with foreign countries, while there are consid- 
‘© ditterences in the treatment of other types of income and expenditures. 
iteral transfers are in one case shown in the current section and in the 
er case in the capital section of the balance of payments, while in the 
third case (the model of the foreign exchange balance of the National Bank of 
ivia) a portion of these transfers is included in the current balance 
orivate transiers), and a portion in the capital balance (official trans- 
fers). in the one case revenues are being classified under services when in 
« they represent a unilateral transfer without a quid pro quo (renit- 
vo), while in the other case receipts which represent compensation for 
rendered to foreign residents (government transactions) are omi.ted 
eint fro ervices. Remittances of workers and remittances of emi- 
‘ ise recorded together, and in the other separately. inter- 
est me case indicated as a separate category (income from investments), 
A im th or ise it is indicated as income from services, and so on.** 


® ri 7 on moodity trade was referred to as “services and trans- 


oie e detail m the differences in the various items of the balance 
t etween the scheme of the International “onetary Fund and that 

itiona Bane f ugoslavia, see the book by Dr Sava Obradovic, 
st lansa Jugosltavite™ | Problems of Yueoslavia's Balance of 


+ Administracita and the Economics Research Institute, 
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[rom the questior f what is covered by the term “noncommodity income 


penditures, there is also a difference in the quality of the data con- 
these receipts and expenditures offered by the official statistics. 
rurées on exoorts and imports ot goods are based on customs records and 


large represent reliable quantities that allow for international com 


1. But since there is great diversity among noncommodity receipts and 
’ 


tures, it is difficult to guarantee that kind of supervision, which 
at the reliability of data on noncommodity transactions cannot be 

eec either. 

rious types of non mmodity revenues are shown only in the value of 


exchange brought into the country, which is considerably less than 
i} value of services rendered to foreign residents (work on capital 
ent orotects abroad). The value of the various services rendered to 
residents is re rded on the basis of an estimate or is not recorded 
ervices rendered to foreign tourists by individuals). The sale of 
| services to toreign individuals tor dinars, on which there are not 
oroximate records, represents a particular problem, and the estimates, 
re based on the number of foreign trips made by Yugoslav citizens and 


t f dinar bank notes which can be carried out, show that the dinars 
if itizen iré irrving out abroad, and which foreign residents there- 
ris int iz ivia and spend, represent very sizable amounts. 

. either trv || | emma ver the coverare f the term “non ommodity in- 
expenditures” nor difficulties in guaranteeing reliable statistical! 
these ré t ind expenditures can be taken as a justification for 
cir mppropriscte attention ¢t these receipts and expenditures. An 
r mtry’ economic relations with foreign countries is incom 
thout an ana is of noncommodity receipts and expenditures, and the 
ffered are nonoptimal. 
r int eparture that delimitations between the irrent and 
ect i ' the *Salance of payvnent nd ais the coverage of foreign 
‘race iy ene Dy mcd larwe mcente le we? ) ise the tern “nh TC OT) 
» and exsenditures” ¢ refer t i|| receipts and expenditures of 
ren? ° 4 the Sa ance ’ iyments excenot for exports and imports 
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basis of services, just like exports and imports of goods, represent a coun- 
try’s share in the international division of labor. A growth of this income 
also represents investment of a greater quantity of labor, assuming, of 
course, respect tor all other elements relevant to a market economy. 


Remittances and transfers, by contrast with services, do not represent com- 
pensation for work invested. This item covers remittances of workers en- 
ployed abroad temporarily, remittances of emigres, various types of social! 
welfare benefits (pensions and so on), gifts, also including official eco- 
nomic ald, reparations, etc. What these forms of income have in common is 
that they represent unilateral transactions without a quid pro quo, which is 
what also makes the measures to increase them specific. The size of remit- 
tances, social welfare benefits, gifts, and so on, does rot depend on the 
current labor of those who receive this income, but on a number of factors 
which are often noneconomic. 


in the Yugoslav balance of payments the withdrawal of cash from the foreign 
exchange accounts of individuals and also payments from these accounts to 
foreign countries are included in expenditures on the basis of remittances 
and transfers. Since expenditure of foreign exchange from the foreign ex- 
change accounts of individuals is as a rule related to the payment for ser- 
vices or the purchase of goods abroad, these expenditures cannot in principle 
ye included in untiateral transactions, However, one obtains in this way a 
more realistic picture of how important the income from remittances is to 
righting the balance of payments. At the same time, one also avoids the dif- 
ficulties involved in obtaining reliable figures on expenditure of this for- 


eign exchange. 


levenues ond expenditures on the basis of interest are sometimes classified 
in the same group with services, since both these receipts and expenditures 
represent a specific compensation for the “service” of capital. There is an 
essential difference, however, in that interest does not represent compensa- 


tion for the work invested. < she economic basis of interest is not current 
labor, but use of embodied labor of others (principally in the form of capi- 
tal goods to speed up economic development) and on thet basis represents a 
transfer of a portion of the newly created value from one country to another. 
clopment of Yugoslavia’s Balance of Payments Over the Period from 1974 to 
7A. tin millions of dinars 
Average 
Crowth 
fadicateor 1973 1982 Pate 
;, 2,853 10,241 3 
, ' T, 1,335 s,s 1D] 
ransportation and insurance 545 2,000 329 
641 » 299 5.5 
. 159 1, Jt) } 
tranater 1,46 9,000 +? 
*. 4 4.9 yi ? 














Table (continued) 








Average 
Growth 
Indicator 1973 1982 Rate 
Total income 5,883 20,891 15.1 
Noncommodity income 3,030 19,650 15.0 
Imports of goods 4,511 13,334 12.8 
Expenditures for services 415 1,940 18.7 
Transportation and insurance 222 900 16.8 
Tourism 42 140 14.3 
Other 151 9990 21.9 
Remittances and transfers 243 3,900 %.1 
Interest 229 2,200 28.6 
Total expenditures 5,398 21,374 16.5 
Noncommodity expenditures 887 8,060 27.8 
Balance of commodity trade -1,658 -3,093 7.3 
Balance of services 920 2,810 13.2 
Balance of remittances and transfers 1,403 1,700 2.2 
Balance of interest ~180 «1,900 29.9 
Total balance 485 -483 -- 
Balance of noncommodity trade 2,143 2,610 2.2 
Share of noncommodity income in total income 51.5 51.0 
Share of noncommodity expenditures in total! 
expenditures 16.4 37.6 
Noncommodity income relative to commodity 
exports 106.2 104.0 
Noncommodity expenditures relative to 
commodity imports 19.7 60.3 
Coverage of commodity imports by commodity 
exports 63.2 76.8 
Share of noncommodity expenditures in 
noncommodity income 29.3 75.5 


cure > 


7065 
LS: 


2800/72 


For 1973--BILTEN NARODNE BANKE JUGOSLAVLJE; 


for |9&2--figures on ex- 


ports and imports of goods of the Federal Bureau of Statistics, and 


noncomodity trade is the author's estimate. 


The computation was 


made at the rates of exchange in effect for the respective years. 
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